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Philo Plant of Ohio Power Company on American Gas & F 
System. Stack in front is for the new Supercritical Unit. 
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Helps Philo Piant Open the Way to Nev... 
" a = « W000 
Economies in Steam-Electric Generatid.;. 
arly 
atio: 
Generating history is being made at the Philo Plant of of greater plant efficiency that comes with the hiffock 
the Ohio Power Company on the American Gas & possible combination of pressure and temperatuffi2nd 
Electric System. Here, America’s first commercial The Problems Solved included the very ¢  ‘fficult 
supercritical pressure steam-electric unit is in opera- of feedwater chemistry, of heat transfer an:! cont 
tion, probing the frontiers for new economies in the internal deposits, metallurgy for higher t mper 
production of energy. combined with higher pressures, and dev« 'opme 
A Symbol of the Vision and progressiveness of control and operating techniques. 
America’s public utilities and their suppliers, Philo is Philo’s Supercritical Unit, with a turb»-gen% ‘ 
a landmark in engineering history. It is the result of operating at 4500 psi and 1150F, is prox ucing 
years of-engineering, research, and development that 120,000 kw, in the same space and using ‘5 pe 
solved the many problems which had stood in the way less fuel per kwhr than the 40,000 kw uni: it rep 


B&W’'s Universal Pressure Steam Generator 





B&W Cyclone Furnaces assure rapid and complete combus- 
With minimum fly ash discharge and maintenance. 


al Unit. 


© More B&W Universal Pressure Steam Gen- 
ts ar. now being built for The American Gas & 
tic S\ stem. Together these will produce 900,000 
enouh to supply residential power for a city of 
)000. Like Philo, they will continue to push 
prd tiiis new frontier in steam generation. 
arly a Century of B&W leadership in steam 
atior stands behind these achievements. The 
ith the higock « Wilcox Company, Boiler Division, 161 
emperatug#2nd Street, New York 17, N. Y. 
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B&W Universal Pressure Steam Generator at Philo Plant 
employs two stages of reheat, the first at 1150 psi and 1050F, 
and the second at 165 psi and 1000F. 


B&W engineers solved the problems posed by the combina- 
tion of the highest possible pressure and temperature. This 
large pilot unit was used to study fluid flow, heat transfer, 
feedwater chemistry, and control characteristics. 
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Shop assembly of secondary front wall. Pre-assembly of many 
components for the Universal Pressure Steam Generatos 
greatly speeded field erection. 





- has not been so many years ago that 
Atlantic City, New Jersey, was con- 
sidered almost exclusively a summer re- 
sort city. The “season” lasted from the 
final chilly days of spring up to the equally 
chilly days of early autumn. In between, 
during the winter months, the long ex- 
panse of boardwalk seemed almost as de- 
serted and desolate as the rock-bound 
coast of Maine during the same period of 
the vear. 


GRADUALLY, Atlantic City has been 
moving into a_ year-round — thriving 
metropolis, playing host to about 250 na- 
tional conventions during what used to 
be called the “off season.”’ This means 
that a total attendance of about a quarter 
of a million guests are now making an- 
nual pilgrimages to Atlantic City, patron- 
izing her hotels, restaurants, and other 
establishments. 


Anp so, like Florida and parts of Cali- 
fornia which used to be considered strict- 
ly one-season communities, Atlantic City 
is gaining fame as an all-vear playground. 


Asout the time this change started to 
take place the Atlantic City Electric Com- 
pany faced the problem of a company be- 
ing separated from its former holding 
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company affiliation. The opening article 
in this issue contains an account of how 
the ‘‘amateur’’ management that took over 
the company at that time developed into 
truly professional performers in the world 
of utility financing. 


THE article beginning on page 289 is 
written by the president of the Atlantic 
City Electric Company, Bayarp  L. 
ENGLAND, who has been in the electric 
industry for over three decades. Born 
in Newark, New Jersey, on November 2, 
1903, he is one of the youngest men ever 
to hold the presidency of the Edison Elec- 
tric Institute, the electric industry’s trade 
association. After his graduation from 
Temple University, Mr. ENGLAND went to 
Atlantic City Electric as a clerk in 1922, 
rising to distribution engineer two years 
later. In 1929, he became a division man- 
ager, a position he held until 1935, when 
he was appointed commercial manager. 
Six years later, in' 1941, he was named 
vice president and assistant general man- 
ager, becoming general manager and a 
director in 1946. Since 1948 he has been 
president and general manager. 


Durinc his thirty vears of service, MR. 
ENGLAND’s company has grown from 


modest size, serving principally Atlantic 
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how Fish Service Corporation helped bring 
a new age of energy to SPOKANE 


From initial Survey 

to final completion 

Fish Service Corporation 
supervised all steps 

in converting Spokane 
Natural Gas Company 
from an obsolete 


a tenntinin 


Propane-air utility to 
a modern, efficient 
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IN EARLY 1953 Spokane Gas and Fuel Com- 
is pany saw little hope for the future. Sales were 
tic declining, the system was obsolete, cash was low, 
R and prospects were so dim new financing was 
de hard to get. 
_ Then, with the promise of Natural Gas via pipeline 
4 from the San Juan Basin, things began to look up. 
cee But the company had little experience in planning, 
“al financing and executing the modernization re- 
‘C- quired to take advantage of the new supply. 
de The management then turned to experts. Fish 
m Service Corporation was retained to take charge 
to of all phases of the change. 
2. First Fish made a survey. Then, based on that 
rs survey, new financing was obtained. On behalf 
n- 
n 





n FISH SERVICE CORPORATION 





natural gas 
distributing system. 


of the company, Fish went before the state 
regulatory commission and the F.P.C. The system 
was modernized and enlarged with supervision and 
inspection by Fish. Rate structures were calcu- 
lated by Fish, and the company organization was 
improved. Even the name was changed to the 
Spokane Natural Gas Company. 


Results were gratifying. Demand went up imme- 
diately. By December 1957, demand is expected 
to reach a peak of 37 million cubic feet per day. 
A sick, declining company had been transformed 
to a vigorous, growing one. 


This may be an extreme example, but Fish Service 
Corporation may be able to help you, too. Why 
not call us and find out. 


SERVICE 


HOUSTON, TEXAS coneGanicn 








City and nearby resort areas, to an organ- 
ization of more than 1,500 employees, 
with a service area spanning the eight 
southern counties in New Jersey. He has 
been largely instrumental in Atlantic City 
I“lectric’s diversification of operation, so 
that today, in addition to resort service, 
the company also furnishes electric energy 
to the rich agricultural areas of southern 
New Jersey and the rapidly expanding 
industrial development in the Delaware 
river valley territory. Under Mr. ENnc- 
LAND’s direction, the Southern New Jer- 
sev Development Council was formed in 
1950, the organization credited with 
bringing industrial growth to the area. 


a on page 299 is a two-part 
series by C. E. WriGHT, professional 
writer of Jacksonville, Florida, and for- 
mer industrial magazine editor. It is es- 
sentially a survey of respective mer- 
chandising practices in relation to present- 
day public utility operations. Over two 
decades ago there was considerable op- 
position to, and difference of opinion 
about, a utility company selling appliances 
directly. As a result, a number of com- 
panies got out of the merchandising busi- 
ness and decided instead to co-operate 
with local appliance dealers. What is the 
situation today ? Without taking sides this 
article samples present-day practices. The 
first part deals with the question of policy 
—to merchandise or not to merchandise. 
The second part will deal with the more 
recent complication of discount houses 
and other competition. 


Mr. WRIGHT is a former newspaper- 
man and business magazine editor. He has 
worked on daily newspapers in Detroit, 
Toledo, Chicago, and Minneapolis. He 
started in the journalistic field over sixty 
vears ago as acub reporter in Port Huron, 
Michigan. His business magazine experi- 
ence was mostly with The Iron Age, of 
which he was managing editor. 


* * 
% " 


Hew H. YounG, partner of East- 
man, Dillon, Union Securities & 
Co., is a well-known figure in_ public 
utility finance. But his article is written, 
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beginning on page 309, in his capacity as 
a satisfied customer of an interesting 
household appliance which the electric 
utilities are striving to develop along more 
extensive lines. It is the heat pump. Two 
vears ago the author had one installed in 
his New Jersey home. It happened to be 
the first one on the lines of his electric 
utility company and both the utility and 
its customer naturally followed the result 
with great interest. The article tells us 
about the performance and the customer's 
favorable reaction. 


Mr. YOUNG is a native of New Hamp- 
shire and a graduate of Brown Univer- 
sity (MBA, ’23). He entered the invest- 
ment business in Providence, Rhode 
Island, in 1925. He transferred his activ- 
ities to New York in 1943 and entered 
the employ of Eastman, Dillon & Com- 
pany in 1945. He was made a partner in 
1948. 


He is particularly charged with follow- 
ing all matters pertaining to public utility 
securities and gives his full time to the 
public utility field. Mr. YOUNG is a reg- 
ular contributor to the Jnvestiment Deal- 
ers’ Digest and each year acts as guest edi- 
tor of its public utility survey. 


THE next number of this magazine will 
be out September 12th. 


A, Galittn 
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Why fine new power 
plants everywhere 
have Q-Panel Walls 


be Builders of new power plants in all parts of the country 
ic have specified Q-Panel walls for the following very good 
reasons: 1. Q-Panels are permanent, dry and noncom- 
bustible, yet may be demounted and re-erected elsewhere 
to keep pace with expansion programs. 2. Q-Panels are 
; light in weight, thus reducing the cost of framing and 
foundations. 3. Q-Panels have high insulation value .. . 
superior to a 12” masonry wall. 4. Q-Panels are quickly 
installed because they are hung, not piled up. An acre of 
)- wall has been hung in 3 days. For more good reasons for 
r= using Q-Panel construction, use the coupon below and 
* write for literature. 





Robertson 


Q-Panels 


H. H. Robertson Company 
2424 FARMERS BANK BLDG. ° PITTSBURGH 22, PA. 


Offices in Principal Cities 











a 
Q-Panel walls grace the new Elrama Power 
Plant (above) near Pittsburgh. It was designed 
by Duquesne Light Company’s Engineering 
and Construction Department. The Dravo 
Corporation was General Contractor. 
































Q-Panel walls (above) go up quickly in 
any weather because they are dry and 
hung in place, not piled up. 







More than 32,000 sq. ft. of Q-Panels were used 
to enclose the impressive Hawthorn Steam 
Electric Station (left) of the Kansas City, Mis- 
souri, Power and Light Company. Ebasco Ser- 
vices, Inc., designed and built the plant. 















Please send a free copy of your Q-Panel Catalog. 
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Coming IN THE NEXT ISSUE 


(September 12, 1957, issue) 


* 


RELATION OF GROWTH AND RATE OF RETURN FOR UTILITIES 


A survey of 77 of the largest electric operating companies in the United States sup- 
ports the conclusion that the more rapidly growing companies tend to realize a much 
higher rate of return on capital as well as on common stock equity than the slower- 
growing companies. True, there are some companies in swift-growing areas, such as 
California, that show contrary tendencies. Fred P. Morrissey, associate professor 
of business administration, University of California, has written a very thoughtful 
analysis of this relationship of growth to the rate of return for various utilities. He 
demonstrates that while there is substantial variation in the realized return of utilities 
in various states over a decade (ending 1955), nevertheless regulatory commissions, by 
design or otherwise, have permitted utility companies experiencing the most rapid 
growth to realize higher rates of return. The author feels that this situation is justified. 


WATER COMPANY FINANCIAL PROBLEMS 


Interesting comparisons can be made between water utility companies and other forms 
of public utility enterprise. John H. Murdock, Jr., consultant for the American Water 
Works Service Company, Inc., has prepared this article especially for PUBLIC UTILI- 
TIES FORTNIGHTLY, dealing with the financial problems of waterworks utilities in a 
period of mounting demand for service. He touches on a number of subjects which 
give the water utility companies particular concern in the regulatory field, including 
additions of property which have not yet been put into use for the purpose of fixing 
a rate base. He concludes that modern commissions tend to be more realistic in 
ruling on the inclusion in the rate base of the construction programs and incompleted 
construction projects than was formerly the case. It is a particularly pressing problem 
for water companies, although commissions do generally make an allowance for interest 
during construction where property not yet used is excluded from the rate base. 


SHOULD A UTILITY MERCHANDISE APPLIANCES? PART Il. 


This, the second part of a two-part series by C. E. Wright, professional writer of Jack- 
sonville, Florida, and former industrial magazine editor, is essentially a survey of re- 
spective merchandising practices in relation to present-day public utility operations. 
Over two decades ago there was considerable opposition to, and difference of opinion 
about, a utility company selling appliances directly. As a result, a number of com- 
panies got out of the merchandising business and decided instead to co-operate with 
local appliance dealers. What is the situation today? The first instalment, which is 
published in this (August 29th) issue, deals with the question of policy—to merchandise 
or not to merchandise. The second part will deal with the more recent complications 
of discount houses and other competition. 


* 


Al a Special financial news, digests, and interpretations of court and com- 


mission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, employees, investors, and others. 
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Expansion financing costs more— 
rates can pay the increase... 


... if rates are realistically upped to bear higher interest, utilities must offer 
to get new money for sorely needed expansion. Public service commissions* 
realize the increased cost of new financing and will listen to applications for 
rate increases with this as one of the bases. BUT, to be sure all facts and figures 
will stand scrutiny, accurate RATE ANALYSES covering company experience 
over a sufficient period of time are a MUST. 




















With this exclusive machine R & S can provide 

MONTH-BY-MONTH bill analyses of the utmost 
dependability—and produce them faster and at lower 
; cost than any other method! 
' The whole story of this outstanding utility com- 
' pany service is in a booklet called, “THE ONE STEP 
, METHOD OF BILL ANALYSIS.” Write Dept P-4 
| for a free copy—DO IT TODAY! 





® 


“Your key to better figures since 1911” 





ea —eonek Sonn, fear. ame: ee bee ow WG ered . a oe 
100 Sixth Avenue, New York 13, N. Y 





PUBLIC SERVICE COMMISSIONS know and respect R & S analyses—they have figured prominently in hundreds of rate cases 
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“There never was in the world two opinions alike,” 













































—MonTAIGNE 
EpItoRIAL STATEMENT ‘While the cities and towns were spending millions to 
The Springfield (Massachusetts) restore public highways used by trucks, and while huge 
Daily News. trucks were snarling traffic as the wide vehicles crawled 


up hilly detours, the railroads were spending their own 
money to restore their own highly taxed rights of way 


” 


° 
WALTER J. BRAUNSCHWEIGEK “There is a very small dividing line between medi- 
Executive vice president, ocrity and achievement. So many people make little 
Bank of America. effort toward self-improvement and do scarcely more 


than necessary to get by. Consequently, the person who 
is willing to make even a modest extra effort stands out 
in the crowd.” 


» 
S1r Eric V. BowATER “The paper maker has a high obligation in a de- 
Chairman of the board, mocracy, for the spoken word is not enough to main- 
The Bowater Paper tain free discussion in modern times. A free press is 
Corporation Limited. also essential, and the strength of a free press depends 


ultimately upon the paper resources of the printing 
presses—that is to say, upon a regular and sufficient, 
might I say abundant, supply of newsprint.” 


» 
Rocer M. BLloucn “One of the most important roles of steel’s tomor- 
Chairman of the board, row will be played by the investor. His understanding 
United States Steel of the need for reinvestment of profits and his per- 
Corporation. sonal action as a citizen in helping to maintain an eco- 


nomic climate which will lend incentive to further in- 
vestment, may well be a controlling factor in deter- 
mining the ability of the steel industry to keep pace 
with America’s expanding needs.” 





° 
EDITORIAL STATEMENT “The great fallacy of government interference in 
The Wall Street Journal. economics—whether the government action is intended 





to be punitive or the opposite—is that by its very na- 
ture the action of a government can carry no promise 
of stability. Governments are in the hands of politicians 
and what a politician judges to be possible today may 
appear impossible to him tomorrow. And if he fails 
to bend and sway with the changes in public opinion, 
he will not long remain in office.” 








e 
M.S. RUKEYSER “In this dynamic country, the biggest result of a 
Columnist. new orientation to the economic and social status ot 


unions will not be legislation but in public opinion. The 
public continues to be sympathetic to the desire of the 
worker to improve his lot and get more and _ better 
things in exchange for a week’s work. But there are 
increasing signs that the public is alert to evidence of 





arrogance among some labor leaders. The country is - 
at the threshold of a changing public sentiment, and it 
seems likely that the public will want local, state, and 
national law enforcement officers objectively to en- 
force the law, whether or not labor officials are in Ce 


volved.” 
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Whether in general operations, financing, engineer- 
ing or other business matters, the consulting and 
advisory services of Commonwealth can be of mate- 
rial assistance. 

These services are integrated with the plans 
and policies of client management in accomplish- 
ing the desired objectives. Commonwealth experi- 
ence is built on work covering many states and 
companies, in operations varying from a few em- 
ployees to thousands, and in projects from a few 
dollars to many millions. 

Commonwealth is an independent organization 
built on a business record of 50 years, and wholly 
owned by officers and employees. 

Let our booklet tell you more. 


OMMONWEALTH SERVICES INC. n-~-qeal — 


INSURANCE ACCOUNTING 


York, N.Y. Jackson, Mich. Washington, D.C. Houston, Tex. PURCHASING 
ackson c 9 GAS OPERATIONS 


CORPORATE 


300 PARK AVENUE, NEW YORK 22, NEW YORK 


COMMONWEALTH ASSOCIATES INC. 


The Commonwealth Professional Engineering Organization 


PENSIONS AND WELFARE 

BUSINESS DEVELOPMENT 

INDUSTRIAL RELATIONS 

PUBLIC RELATIONS 

STOCK TRANSFER 

PROXY SOLICITATIONS 

GENERAL CONSULTATION 

ENGINEERING— 
CONSULTING AND DESIGN 








NEW UTILITY STATIONS, C-E EQUIPPED 


Includes only new stations on 



















new sites placed in operation since 
JANUARY 1, 1950. 


LAKE CATHERINE 
HUTCHISON 
YATES 
DUNKIRK 
TITUS 
LEE 
CONTRA COSTA 
HAWTHORN 
NINEMILE POINT 
EDGE MOOR 
PALATKA 
JOHNSONVILLE 
DANSKAMMER 
BECKJORD 
HIGHGROVE 
PLANT X 
BLACK DOG 
ALBANY 
JOPPA 
MERAMEC 
PORTSMOUTH 
LAKE CREEK 
ETIWANDA 
AURORA 
HENNEPIN 
EASTLAKE 
OAK CREEK 
a SERVICE 
URQUHART 
KINGSTON 
SANDOW 
MULLERGREN The Virginia Electric and Power Company made a substan- Will 
tial addition to its system recently when the first of two §Ref 
150,000 KW units was placed in service at its new Yorktown 7 
Power Station, near Yorktown, Virginia. Stone & Webster fbitt 
Engineering Corporation was the Consulting Engineer. 
<a CUA The new station is located on the York River where it po é 
joins the Chesapeake Bay, adjacent to a large, new refinery ton 
MORRO Sea of the American Oil Company (Amoco) with which it has 
VERMILION a mutually beneficial arrangement. By this arrangement, the by 
JOHN SEVIEF Refinery will sell a continuing supply of delayed coke and §S¢¢t 
COLLIN refinery gas for use as fuel in Vepco’s station, and Vepco 
MILLIKEN 
GALLATIN 


BARRETT 
MITCHELL COMBUSTIO 


SAN BERNARDINO 





BARRY 
NORTH OMAHA 
WILMINGTON 
CARBON 











Combustion Engineering Buildgey 


YORKTOWN ALL TYPES OF STEAM GENERATING, FUEL RNINBA ND 


PAPER MILL EQUIPMENT; PULVERIZERS FLASM@ry; 
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will sell the electric power requirements of the 
Refinery. 

The design also provides for the use of pulverized 
bituminous coal, alone, or blended in the C-E Ray- 
mon<| Bowl Mills with the delayed petroleum coke, 
to achieve a homogeneous mixture of ideal propor- 
tion: 

Each of the new turbine generators will be served 
by « C-E Controlled Circulation Boiler, a cross- 
sectional elevation and brief description of which 
appears in the panel at the right. 


00 Madison Avenue, New York 16, N. Y. ¢-110 


ND ATED EQUIPMENT; NUCLEAR REACTORS; 
DRY! SYSTEMS; PRESSURE VESSELS; SOIL PIPE 


The C-E Unit shown above is now in service at the Yorktown 
Power Station; a duplicate is under construction. It is of the 
controlled circulation, radiant reheat type with a divided 
furnace arrangement. The reheater is comprised of both 
radiant and convection surface at the top of the furnace, 
with radiant platens across the front wall and convection 
platens intermeshed with the forward platens of the sec- 
ondary superheater. An economizer section follows the 
2erheater surface. Regenerative type air heaters are 
e economizer surface. Each unit is designed to serve 
) KW turbine gene or operating at a throttle 

of 1800 psig with a primary steam temperature 

OF, reheated to 1000 F. Pulverized fuel firing is empl 
ro lale Mie [= (oh'-Ye Mi of: leum coke pre 
with t¢ Iting ite 


J and possib 








New compressor stations, like the one pictured above, are constantly being built to 
the steadily increasing demands for natural gas. These compressor stations pump natural 
through Columbia’s 36,716 miles of pipeline to homes and industries in America’s Heart! 


Columbia’s Thinking Is Constructive 


Customers in the area served by the Columbia Gas 
System keep calling for more and more natural gas 
—to meet a constantly increasing need for energy. 
To supply it, facilities with greater capacity must 
be constructed—new or enlarged compressing sta- 
tions, pipe lines, metering stations and other equip- 
ment. So Columbia must think constructively! 


During the past decade, the Columbia Gas System 
has spent more than a half billion dollars for con- 
struction. This year alone, Columbia expects 
to spend about $87 million on new facilities — to 
meet immediate and future natural gas require- 
ments of more than three million families, busi- 


nesses and industries in the dynamic and growing 
Heartland of American commerce and industry. 


Where System companies serve within this seven- 
state Heartland—Pennsylvania, Ohio, West Vir- 
ginia, Virginia, Kentucky, Maryland and southern 
New York—Columbia’s residential sales have dou- 
bled, its househeating customers have increased 
almost three-fold in just ten years. 

Growth in the Heartland shows no signs! of di- 
minishing . . . so to keep pace with the Heart!|and’s 
growth, to provide the facilities and the service a 
growing number of customers require, Columbia 
thinks and plans constructively for the future. 


serving homes and industry in America’s Heartland 

















THE COLUMBIA GAS SYSTEM, 


COLUMBIA GAS SYSTEM SERVICE CORPORATION 
120 East 4ist Street, New York 17, N.Y. 


CHARLESTON GROUP: United Fuel Gas Company, Amere Gas Utilities Company, Atlantic Seaboard Corporation 
Central Kentucky Natural Gas Company, Virginia Gas Distribution Corporation, Kentucky Gas Transmission Corpora’ 9n 
COLUMBUS GROUP: The Ohio Fuel Gas Company . . . PITTSBURGH GROUP: The Manufacturers Light and Heat Com, any, 
Columbia Gas of New York, Inc., Cumberland and Allegheny Gas Company, Home Gas Company 
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Thursday—29 





Arkansas Telephone Asso- 

cation will hold annual 

convention, Hot Springs, 

Ark. Sept. 16, 17. Advance 
notice. 












Friday—30 


American Institute of Elec- 


trical Engineers ends 5-day 
meeting, 


Pacific 


general 
Pasco, Wash. 






Saturday—31 


American Gas Association 
will hold annual accident 
prevention conference, St. 
Louts, Mo. Sept. 16- 18. 
Advance notice. 





SEPTEMBER 


Sunday—1 


American Water Works 

Association, Ohio Section, 

will hold annual meeting, 

Cincinnati, Ohio. Sept. 18- 
20. Advance notice. 
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Southeastern Gas Associa- 





tion will hold convention, 
Winston - Salem, N.C. 
Sept. 18-20. Advance notice. 





FLUE 


Tuesday—3 


Pacific Coast Gas Associa- 
tion begins annual conven- 
tion, San Francisco, Cal. 






Wednesday—4 


American Institute of Elec- 
trical Engineers begins spe- 
clal_ technical conference 
and exhibit, Pittsburgh, Pa. 





Thursday—5 





Public Utilities Association 
of the Virginias will hold 
annual meeting, White Sul- 
phur Springs, W. Va. Sept. 
20, 21. Advance notice. 
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Courtesy, Potomac Electric Power Company 


Rain on the Roof 


Commercial heat pump installation, shopping center roof, Kensington, Maryland. 
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The Years Bring Changes to a 


Utility Service Area 


This article contains suggestions which will be helpful 
to other companies facing financial questions. It deals 
with the situation in which a newly separated operating 
utility company finds itself when it is thrown on its own 
resources of management, financing, and operation. 


By BAYARD L. ENGLAND* 
PRESIDENT, ATLANTIC CITY ELECTRIC COMPANY 


EING separated from the parent com- 
pany, as we were in 1947, gives an 
electric utility a feeling akin to that 

of the June graduate. Suddenly, the grad 
is on his own, the master of his destiny. 
Since he is youthful, in good health, with 
abundant vitality, he radiates confidence, 
convinced that his training has equipped 
him to cope witii a rugged world. 

His dominant emotion is elation, but 


*For additional personal note, see “Pages with 


the Editors.” 


there is inevitably a small doubt. After all, 
he is through with an old, familiar pattern 
that while it had its limitations also had 
its advantages. He had been guided and 
counseled, had proceeded pretty much ac- 
cording to plan. Now he is independent, 
and, despite assurances of the Commence- 
ment Day orator, he has the recurring 
thought : 

“Where do we go from here?” 

When the Atlantic City Electric Com- 
pany was separated from its parent, the 
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American Gas & Electric Company, we 
had all the qualities of a June graduate— 
even those of a leader in the class. We had 
youth and vitality, a readiness to grapple 
with any problem that arose. We had good 
health —a well-organized and well-op- 
erated company, sound and solvent, in an 
excellent territory. We had training; we 
knew how to manufacture and distribute 
electric power; how to merchandise our 
product. And so, we had confidence. 

Like the graduate, however, changing 
to a new status, we also had a small doubt. 
Ours was: “How shall we handle financ- 
ing?” 


HE principal difference, Atlantic City 

Electric’s management recognized, 
between being a member of a widely 
known and respected utility family, and 
being “on our own,” was the matter of 
financing a program of expansion. It was 
the only phase of electric utility business 
in which we had an amateur standing; on 
everything else we had plentiful know- 
how. 

We began to acquire greater knowledge 
of financing very soon after officers and 
a board of directors took their seats in 
January, 1947. Our company was not in 
an emergency position, or even a difficult 
position. The financing with which we 
were concerned was the usual, routine type 
to meet normal expansion needs. 

Several things became quickly ap- 
parent: We did not know the bankers and 
financiers—at least not on a first-name 
basis; and they did not know us. Equally 
true, we discovered, was that the financial 
world did not know much about the ter- 
ritory we served, its diversity, and its 
potential. 

They thought of us as the Atlantic 
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City Electric Company, serving, of course, 
Atlantic City. Although this seashore 
resort had been growing and_ flour- 
ishing for nearly a century, was national- 
ly famous, it often was linked in the 
financial mind with seaside villages that 
are gay and tinselry and prosper for only 
a couple of summer months, and then 
board up the windows. 

Actually, Atlantic City does business 
year around—less in the “off season,” 
naturally, but still a considerable volume. 
It is host to more than 300 conventions in 
a year. Nowadays, chiefly in the autumn, 
winter, and spring. It is to some extent a 
shopping center for the surrounding area, 
which includes, besides numerous small 
towns and farms, several fairly large mili- 
tary installations. 


eereasang our company’s territory is 
almost ideally diversified in three 
principal groups: resorts, agriculture, and 
industry. 

Our territory comprises 2,700 square 
miles in southern New Jersey, about one- 
third of the state, with a population of 
525,000 people. In it are 374 different 
communities, only one of which has more 
than 25,000 population, only 40 of which 
have more than 2,500 population. Revenue 
derived from Atlantic City is, at this time, 
only 14 per cent of the company’s gross, 
the gross from it, and the several other 
resorts we serve, totaling about 30 per 
cent. The remaining 70 per cent is from 
the nonresort area. (These are today’s 
figures. They reflect marked growth, but 
are in the pattern and forecasts of 1947.) 

Nearly 50 per cent of company revenue 
comes from residential-type customers, a 
percentage exceeded by only three major 
electric utilities in the nation. The predic- 
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tion is that the 50 per cent will rise to 52 
per cent by 1961. 

Besides our comparative inexperience in 
financing, there was one other serious con- 
dition—almost forgotten now—that con- 
fronted us in 1947. There existed an 
atmosphere of uncertainty and uneasiness 
in the United States as it began the 
transition from a wartime to a peacetime 
economy. The nation had been through 
twenty years of abnormal conditions; a 
mad, uncontrolled boom, a frightful de- 
pression, a terrible war. 

Few economists, statesmen, financiers, 
or business leaders were willing to predict 
exactly what lay ahead in the months 
stretching out from January, 1947. There 
was no precedent. Never in our history 
had so many men been in the uniform of 
the armed forces. Never before had so 
much industry been devoted to war pur- 
poses. Never had government made such 
huge expenditures. Never had the national 
debt been so high in the billions. 


Ou a few of America’s best minds, 
remembering cycles of boom and 
bust, feared that the change from war to 
peace could not be accomplished easily, 
and that there was real danger of a de- 
pression. Some of the less thoughtful, or 


q 


graduate. . 


more pessimistic, bluntly pictured millions 
of unemployed. 

It is not often thought of in this era of 
prosperity and diminished world tensions, 
but our nation and the rest of the world 
was jittery—and for good reasons—in 
the years immediately following World 
War II. Americans have become inured 
to the kind of events that shocked and 
disillusioned them ten years ago, or less. 
We frequently seemed teetering on the 
brink of a new war. We were seeing some 
Old World nations falling into the arms 
of Communism, and were realizing that 
we had to help closest friends and allies to 
save them from collapse. 

It was the last day in 1946 that Presi- 
dent Truman proclaimed cessation of 
World War II hostilities, and 1947 
dawned with the British Labor govern- 
ment taking possession of coal mines, 
cables, and wireless communications. The 
next January Ist, it nationalized railways. 

In 1947, Congress acceded to the Presi- 
dent’s request for $400 million for eco- 
nomic and military aid to Greece and 
Turkey to combat communistic aggres- 
sion. Rumania’s King abdicated and Com- 
munism took over. Hungarian Reds 
ousted the Premier and installed a Com- 
munist government. Great Britain gave 


“BEING separated from the parent company, as we were in 
1947, gives an electric utility a feeling akin to that of the June 
.. When the Atlantic City Electric Company was 


separated from its parent, the American Gas & Electric Com- 
pany, we had all the qualities of a June graduate—even those 
of a leader in the class. We had youth and vitality, a readiness 
to grapple with any problem that arose. We had good health— 
a well-organized and well-operated company, sound and sol- 
vent, in an excellent territory. We had training; we knew how 


to manufacture and distribute electric power . . 
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India its freedom. It was a series of 
startling happenings. 

In mid-1947, we heard the first of the 
Marshall Plan to give billions to maintain 
democracy in Europe. 

Czechoslovakia capitulated to Com- 
munism in 1948. Belgium, Netherlands, 
and Luxembourg, alarmed, agreed to ac- 
cept an Anglo-French proposal for a 
union of West European nations. Mohan- 
das K. Gandhi, Hindu spiritual leader 
who had helped India win freedom, was 
assassinated. 


. was in 1948 that Congress voted more 
than $6 billion for foreign aid, a 
dramatic and astonishing step, reminding 
us again of the troubled world in which 
we lived. That was the year of the Berlin 
airlift, to circumvent a Russian blockade, 
and a clash of arms seemed imminent. 

In the U. S., the Alger Hiss case was 
making headlines, with all its implications 
of Communist infiltration in government. 

A strike of a half-million steelworkers 
in 1949 lasted seven months, making it al- 
most a national disaster. Chinese Reds 
drove the last of the Nationalists out of 
China. That autumn, President Truman 
revealed that Russia had exploded an 
atomic bomb, ending our nation’s monop- 
oly on that weapon. 

(These are only part of the high lights 
of that difficult period in which Americans 
were trying to orient themselves to a 
world in ferment. ) 

As it turned out, fortunately, there was 
no depression in the United States in 1947. 
Predictions of wide unemployment and 
closed factories proved to be in error, but 
no famous financier rang Atlantic City 
Electric’s telephone, as we launched out 
upon our independent career in the new 
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year. No great bank or financial institution 
wrote us urging that we accept their 
services. 

No one knew anything disparaging 
about us. There was nothing of that kind 
to know. They simply did not know us, or 
our territory, or our prospects. 


I" general, the situation confronting the 
officers and directors of the Atlantic 
City Electric Company, in seeking financ- 
ing on favorable terms, was similar to that 
of any electric utility in our class. The 
procedure indicated was to make contact 
with appropriate institutions and show 
them what we had in resources and in 
anticipated earnings. Eligibility for financ- 
ing could be established by presenting data 
on current assets and estimated business, 
plus our company’s record of a consider- 
able number of years of successful opera- 
tion. 

Those are the typical matters discussed 
as preliminaries to financing. 

Our case was different, however, in that 
our company, while well established, was 
not well known to men who must recom- 
mend or approve investments. 

It was clear that we had to go beyond 
ordinary methods. We saw the need of ac- 
quainting financiers with every detail of 
company operation and potential. (We 
learned as we went along that we also 
had to eliminate, sometimes, a hazy im- 
pression that we were a synonym for a 
boardwalk, serving a seasonal resort. ) 

We required a special technique, a way 
of elaborating on the standard informa- 
tion always essential in financial trans- 
actions. 

We hit upon an idea, a deviation from 
common practice, but simple and forth- 
right. We determined to send out teams 





THE YEARS BRING CHANGES TO A UTILITY SERVICE AREA 
oa 





Fruits of Financial Planning 


66 Pooxine back through a memorable 

decade that saw the company’s 
stock listed on the New York Stock Ex- 
change, and its bonds having a top rating, 
the company leadership gives much 
credit to the idea evolved early in 1947. 
Our plan of carrying our message person- 
ally to key men in finance could hardly 
have been unique. Yet, our campaign of 
education probably has not been exactly 
paralleled. It was purposeful, persistent, 
far-flung, and productive. Events have 
justified our claims and our predictions. 
Nothing has lessened the enthusiasm and 
the faith that made our missionaries elo- 
quent, back in 1947, as ‘we told the At- 
lantic City story.’ ” 





of the company leadership who would 
personally tell our story to almost every 
individual or group associated with the 
type of financing with which we were con- 
cerned. 


it ew plan involved considerable work, 

a good bit of traveling, a certain 
amount of salesmanship, but it proved ef- 
fective. It was, indeed, a pleasant experi- 
ence. One of the rewarding results was 
making the acquaintance of men outstand- 
ing in financial affairs, a relationship that 
in many instances developed into warm 
friendships. 

As we embarked on our undertaking, 
we were armed with missionary zeal, for 
we had utmost confidence in our “prod- 
uct,” had unwavering faith in the com- 
pany, in the future of the territory it 











served, and in the certain growth of south- 
ern New Jersey. 

It was well that we had the faith. Also, 
that we had the facts on past achieve- 
ments; and likewise good reasons to pre- 
dict expansion of the electric utility busi- 
ness. For while we were always graciously 
received, and were given opportunities to 
tell the Atlantic City Electric story, we 
found ourselves dealing with men who 
knew every phase of business and finance, 
and who concentrated on the realities. 
They had respect for enthusiasm and op- 
timism, but only if both were based on 
sound premise. Their questions were 
searching and penetrating. That, it de- 
veloped, was one of the pleasures of meet- 
ing and conversing with them. Their in- 
telligence, their grasp on problems, was 
always stimulating—but it was a good 
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thing that we had satisfactory answers. 
Our teams went to New York, of 
course; to Philadelphia; to Baltimore; to 
Boston. We met bankers, financiers, and 
investment experts, singly and in groups. 
We pushed on to Connecticut, flew out to 
Chicago, and even to the Pacific coast. 
Naturally we consulted bankers and in- 
vestment authorities in New Jersey. 


Oo” objective, back in 1947, was to 
make persons, who we felt should 
know, more fully aware of the worth of 
Atlantic City Electric, and of its promise 
of even greater things. 

We sought permission to appear before 
gatherings, such as investment analysts, 
in hotel or club meeting’ rooms. 

Analysts have some feeling for oratory, 
probably, and can appreciate well-chosen 
words, or an effective presentation. Their 
chief interest, however, is in the facts— 
a truth invariably revealed in their ques- 
tions. We attempted to make our talks 
conform to accepted rules, but our mes- 
sage was always the same: Our company 
met in every respect the specifications laid 
down by men who help finance business 
and industry. 

It was easy to expound on the com- 
pany’s favorable position for we had the 
records to support us; and also to discuss 
the company’s exceptional outlook, be- 
cause we believed in it so sincerely. We 
encouraged questions, and answered them 
fully and frankly. 

Telling our story to a group, we real- 
ized, was not sufficient to spread it to 
every corner we wished to reach. We 
asked for appointments with individuals, 
or with several officers or executives ac- 
tive in the financial field. 

That would include, for instance, the 
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vice president, or financial secretary, of a 
large insurance company. Or the manager 
of its investment department. Or several 
of them together. It might be the execu- 
tive vice president of a large bank. He 
might ask us to visit his office and talk 
with him and several of his associates. It 
might be an executive whose working 
hours were all devoted to one segment of 
investments—public utility investments. 
Or it might be the public utility analyst 
for a large investment firm. 


\ Je accepted eagerly invitations to 
meet with investment officers of an- 


nuity associations or retirement funds. 
We asked the chance to speak to trust of- 
ficers of banks; or to assistant trust offi- 
cers; or to a second vice president of a 
financial house. Also, to security and in- 
vestment analysts. We got many appoint- 
ments, and we told the Atlantic City 
Electric story over and over. We supplied 
reports, studies, literature. We carried 
charts to illustrate our points. We had 
slides that could be thrown on a screen. 
We tried to anticipate every question by 
having instantly at hand data on any topic 
that came up. 

It was simple enough to furnish all in- 
formation needed to prove that our com- 
pany was financially sound, and had a 
record of competent operation. There are 
time-tested formulas for measuring the 
merit of a business; it was only necessary 
to provide the facts that fill in the blank 
spaces. 

Not so easy was assuring investment 
specialists of the vast potential of south- 
ern New Jersey. 

The “Atlantic City” in the company’s 
name was a mixed blessing. It was surely 
a truth that the city of Atlantic City, 
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which in 1947 was approaching its 
hundredth birthday, was famous through- 
out the nation as a health and recreation 
resort. 

The name was instantly recognized 
everywhere we went, but we found that 
the resort’s surrounding area was little 
known. Our company was inseparably 
linked, by name, with a boardwalk and 
beach which were gay and busy for a few 
summer months. Even the size of the city, 
with its great luxury hotels, was not al- 
ways known. 


| were fully aware of the flourishing 

industries, and agriculture, and the 
good growth prospects of our fairly large 
territory. 

indeed we were advised to change our 
name from Atlantic City Electric Com- 
pany to a title that would more accurate- 
ly describe our market. Since the sug- 
gestions came from men for whose opin- 
ion we had deep respect, we considered it 
seriously. Company leaders devoted much 
thought to a change of the company name, 
and we asked the opinion of others. It was 
only after most careful and thoughtful 
deliberation that we decided to cling to 
Atlantic City Electric. If it had disad- 
vantages, in identifying us too closely to 
the resort, it was still a distinctive name, 


= 


and it was the one with which we had es- 
tablished our good reputation. 

Our missionary teams, back in 1947, 
endeavored to increase financial men’s 
knowledge of Atlantic City, the resort. 
True, we told them, its greatest activity 
was during the summer season, but it 
was also one of the nation’s top conven- 
tion cities. 

During twelve months, chiefly in the 
“off season,” Atlantic City was host to 
about 250 conventions—at that period— 
with a total attendance of delegates and 
guests upward of 250,000. Together they 
spent several million dollars in the resort. 
Atlantic City had a $15 million Conven- 
tion Hall, with the largest auditorium in 
the United States. It was the setting for 
exhibits and business shows so important 
they attracted visitors, and buyers, from 
all parts of the nation, and even from 
foreign lands. 


I you could say that Atlantic City suf- 

fered from its fame as a “playground,” 
in that its aspects as a moderately pros- 
perous small city were overlooked, it was 
even more true that southern New Jersey 
suffered, in 1947, from a lack of fame. 
Everyone knew “north Jersey,” the upper 
tier of the state’s 21 counties, site of 
hundreds of industries, heavily populated, 


“IF you could say that Atlantic City suffered from its fame as 
a ‘playground,’ in that its aspects as a moderately prosperous 
small city were overlooked, it was even more true that southern 
New Jersey suffered, in 1947, from a lack of fame. Everyone 
knew ‘north Jersey, the upper tier of the state’s 21 counties, 
site of hundreds of industries, heavily populated, a crossroad 
between the metropolis of New York city and the metropolis 


of Philadelphia.” 
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a crossroad between the metropolis of 
New York city and the metropolis of 
Philadelphia. There were many visible 
evidences of prosperity there, including 
the busy factories, the larger cities, the 
bustling ports, the congested traffic. 


Southern New Jersey, which had set- 
tlers in the 1600’s, was thought of by our 
fellow Americans as historic ground, to be 
sure. Scene of some of the fighting in the 
Revolution, but most often as a place of 
small towns, swamps, meadows, and for- 
ests filled with deer. Some appeared to be- 
lieve that our section had changed little 
since the days when Indians roamed the 
pine woods. 

It is a fact that the southern part of the 
state has never matched the northern sec- 
tion in industrialization; but it has had 
some important industries, and thriving 
towns, for many years. All the advantages 
of mild climate, water supply, adequate 
transportation, and, especially, proximity 
to rich markets that have lured industry 
to north Jersey are possessed by southern 
New Jersey. (Almost one-third of the 
nation’s population, above 55 million, is 
within overnight reach of New Jersey.) 

The climate in southern New Jersey is 
even milder than in the rest of the state. 
The happy circumstance that natural re- 
sources have been well preserved in the 
southern portion has been a potent argu- 
ment in bringing in new industries in re- 
cent boom years. 


i telling the Atlantic City Electric Com- 

pany story to investment analysts and 
financial executives ten years ago, we 
found ourselves telling the southern New 
Jersey story too: about its current activ- 
ity and its promises of development. Our 
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company was a pioneer in the program 
for area development which has had no- 
table success, and we had no doubts as to 
the direction in which the territory was 
moving. 


paren to Atlantic City, now estimat- 
ed as high as 16 million annually, al- 
ways have fond memories of the foods 
served in the modern hotels and restau- 
rants. Sea foods, of course, are high in 
popularity and Atlantic City has a fishing 
industry that ships to big cities as well as 
filling local needs. Superior fruits and 
vegetables, fresh eggs and poultry that ap- 
pear on the menus resort guests enjoy are 
Atlantic City assets, but not all diners 
know that these come from nearby farms. 
Southern New Jersey peaches are among 
America’s best. So are its strawberries 
and blueberries, the latter now a multimil- 
lion-dollar crop. Steak tomatoes are an 
experience. So is home-grown asparagus. 
In our territory are poultry ranches that 
supply eastern markets. One section pro- 
duces such quantities of eggs that it rates 
second in the nation. Atlantic county holds 
the U. S. record for acre production of 
sweet potatoes. Canneries and storage 
warehouses are part of an agricultural in- 
dustry that has a volume of millions. 
(Eight southern New Jersey counties 
gross $181 million above 48 per cent of 
New Jersey’s total agricultural output. ) 
So we told about area agriculture, along 
with the story of expanding industry, 
when we were telling the Atlantic City 
Electric story. (Our company’s lines now 
are connected with almost 100 per cent of 
farms (99.6 per cent), and kilowatt-hours 
used are considerably above the average 
for either eastern United States or Middle 
Atlantic states. ) 
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New picture that we painted, as we 
made our rounds of the financial 
world in 1947, was quite different from 
that of an electric utility serving a briefly 
busy boardwalk. Ours was a territory de- 
pending not alone upon a summer resort, 
vulnerable to the vagaries of weather and 
whims. We had diversity—resorts, indus- 
try, and agriculture, with the likelihood 
that expansion of industry and agriculture 
would be greater than that of resorts. 

Passing years have confirmed our faith 
in the territory, and our optimistic fore- 
casts. Today the consumption of electricity 
in resorts is a smaller than ever percent- 
age of the company’s volume. The peak 
demand for electricity occurs, now, not at 
the height of the summer, but in the win- 
ter. (Resorts accounted for approximate- 
ly 39 per cent of revenue in 1947; it is 
around 30 per cent today. ) 

Our missionary teams of officers and di- 
rectors continued to seek interviews and 
conferences with key financial men. Month 
after month. We told them everything we 
knew about our company and the territory 
it served or expected to serve. We fore- 
cast gains, but not gains based merely on 
optimism. We told them why we foresaw 
growth. Then, a year later, we went back 
and thanked financial men for their co- 
operation and brought new figures show- 
ing that our business had increased in just 
the way we had said that it would. 

Incidentally, Atlantic City Electric 
Company management does not claim ex- 
clusive credit for progress and expansion. 
We did attempt intelligent and efficient 
operation. We avoided risks, but never 
stifled initiative. We kept looking ahead, 
but we regarded our forecasts as educated 
guesses we could prudently back up with 
expenditures for expansion that have 


totaled $125 million in ten years. How- 
ever, we are conscious that we grew with 
America in one of the most amazing 
periods of its history. Fears of 1947 were 
soon overcome and the economy has 
flourished and increased for ten years, 
with hardly a setback. In southern New 
Jersey, for instance, population has in- 
creased 47 per cent in a decade. 


HERE were never any misunderstand- 
ings or misinterpretations between 
the financial men and us. The policy of 
free and frank discussion which we estab- 
lished in the beginning has endured. The 
financiers never had reason to discount 
anything we told them. We found that 
they, in turn, invariably did what they 
promised. It is a principal reason why we 
have progressed from a status of new ac- 
quaintance to that of warm friendship. 
Besides our travels, we have induced 
representatives of the financial community 
to travel too, and have taken many of 
them on tours of our plants and our serv- 
ice area. We keep banks and bankers in 
our state, as well as big city bankers, in- 
formed on company plans and progress. 
We mail quarterly financial reports to ap- 
proximately 1,200 persons or institutions 
interested in finance. They receive also the 
annual report, the summary of the annual 
meeting of stockholders, and, occasional- 
ly, newspaper articles on new industry, 
or on talks by outstanding men on the 
area’s outlook. We submit newsworthy 
material to newspapers, especially to 
financial editors. We publish dividend an- 
nouncements in the papers. We keep share 
owners advised on company activities, give 
prompt replies to any inquiries they make. 
We keep rating agencies advised by mail- 
ing them copies of all informational ma- 


AUGUST 29, 1957 





PUBLIC UTILITIES FORTNIGHTLY 


terial, as well as by personal contacts. We 
send the annual report and other informa- 
tion to civic leaders throughout southern 
New Jersey. 


eae executives appear before 
New York and Philadelphia security 
analyst groups, now, as we did when we 
were first making their acquaintance back 
in 1947, We have good news to communi- 
cate. Population continues to grow, up 
nearly 50 per cent in a decade. New homes 
rise, maybe 50,000 more now than in 
1947. 

Industries are still coming in, add- 
ing to the several hundred that have set- 
tled in our territory in ten years. Value of 
the company’s plant increases; the figure 
is nearly three times the 1947 one. Reve- 
nue is up, from resorts, from industry, 
from agriculture, but most of all from 
residential customers, well beyond 150 per 
cent ; and now we are forecasting that this 
type of business will account for 52 per 
cent of total revenue by 1960. 

We always told the financial men that 
our territory had diversity. We point out 
now that we have diversity in our di- 
versity. Besides hotels and service indus- 
tries, for instance, we serve glass plants, 
chemical plants, fabricators, silica sand 
companies, food processors, and a few 
other categories. Of these the glass indus- 
try is the largest customer, yet it provides 
only 6.5 per cent of our total revenue, so 
that unforeseen events that adversely af- 
fected any of the industries would not 
have too serious an effect upon our busi- 
ness. 

The agriculture we serve also is diversi- 
fied. Principal products are poultry, fruit, 
dairy, vegetables, berries. An off-year for 


one kind of farm would not cause severe 
loss to the company. 

Our experience with resorts has been 
more than satisfactory, despite a common 
belief that resorts have more than the 
usual hazards because of bad weather’s in- 
fluence on crowds. Current sold resorts 
has increased close to 100 per cent since 
the beginning of 1947, but sales to agri- 
culture and industry have grown faster. 


wu taxes, wages, and operating ex- 

penses generally have risen greatly 
in ten years, use of electricity has risen 
mightily. Southern New Jersey has been 
growing at three times the national aver- 
age. The Atlantic City Electric Company 
has been able to meet an ascending demand 
because of anticipating it, and by expend- 
ing millions to enlarge plant capacity, and 
to add distribution facilities. 

The company could develop a step 
ahead of a quickly developing territory 
because it could make satisfactory ar- 
rangements regularly to finance large 
undertakings. 

Looking back through a memorable 
decade that saw the company’s stock listed 
on the New York Stock Exchange, and its 
bonds having a top rating, the company 
leadership gives much credit to the idea 
evolved early in 1947. Our plan of carry- 
ing our message personally to key men 
in finance could hardly have been unique. 
Yet, our campaign of education probably 
has not been exactly paralleled. It was 
purposeful, persistent, far-flung, and pro- 
ductive. Events have justified our claims 
and our predictions. Nothing has lessened 
the enthusiasm and the faith that made 
our missionaries eloquent, back in 1947, 
as “we told the Atlantic City story.” 
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Should a Utility Merchandise 
Appliances? 


Part. I. The Policy Question 


Over two decades ago there was considerable opposition to, and dif- 
ferences of opinion about, a utility company selling appliances 
directly. As a result, a number of companies got out of the mer- 
chandising business and decided instead to co-operate with local 
appliance dealers. What is the situation today? Without taking sides 
this article samples present-day practices. The first part deals with 
the question of policy—to merchandise or not to merchandise. The 
second part will deal with the more recent complication of discount 
houses and other competition. 


By C. E. WRIGHT* 


o merchandise or not to merchandise 

household appliances is a question 

that has been getting more and 
more close study among utility companies, 
particularly those in the electrical field. 

A sampling of representative com- 
panies, large and small, by this writer for 
Pus.tic Urinitres FortTNIGHTLY indi- 
cates that more companies are getting out 


_*Professional writer, resident in Jacksonville, 
Florida. For additional personal note, see “Pages 
with-the Editors.” 


of direct merchandising than are getting 
into it. The score today is about 2 to 1 in 
favor of not merchandising. (See table, 
page 300.) 

Roughly divided, the electric utilities 
fall into these classifications: (1) those 
which have at one time done direct mer- 
chandising but which for many years have 
been out of it and, instead, have pursued 
a policy of sales promotion for inde- 
pendent dealers; (2) those which have 
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consistently pursued a direct merchandis- 
ing policy, perhaps because of peculiar 
characteristics of their own territories, 
and see no reason for change; and (3) 
those companies which work it both ways 
by offering sales promotion helps for in- 
dependent dealers while at the same time 
selling appliances through their own 
stores. 

It is apparent from the mixed reactions 
of utility companies on the subject of mer- 
chandising that all do not see eye-to-eye 
on which method will work out best in the 
long run for their own objective, which 
in all cases is the same—an increase in the 
residential power load. 

A national manufacturer of electrical 
household appliances, apparently con- 
cerned by the number of electrical utilities 
that have abandoned direct merchandising 
in recent years, made a nation-wide sur- 
vey and came up with the following ob- 
servation : 

Over the long term their (the utili- 
ties) withdrawal from retailing will 
cause no loss of appliance volume and 
it will actually result in more rapid 
kilowatt-hour sales gains if the results 
of nonmerchandising companies are any 
guide. Since 1949, the nonmerchandis- 


* 


UTILITY MERCHANDISING 
(Plans for 1957) 


New England 
Middle Atlantic 
East North Central 
West North Central 
South Atlantic 

East South Central 


3 
83 170 
(32.8%) (67.2%) 


Source, Electrical Merchandising, January, 1957. 
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ing companies have shown a 33 per cent 
faster residential load growth. 


HE most active advocates of a non- 
merchandising policy are those which 
at one time have merchandised and are 
now able to see both sides of the coin 
through the results that have been 
achieved by their sales promotion helps 
for independent dealers. One of the most 
ardent of the nonmerchandising group is 
the Florida Power & Light Company, 
Miami, which has pursued its present 
policy for twenty-six years. During that 
time Miami itself has more than tripled 
in population, while Dade county (the 
greater Miami area) is headed toward a 
million population by the 1960 census, or 
almost four times its total count in 1940. 
Although serving only about 40 per 
cent of the entire Florida area, FP&L has 
of course been favored by the fact that 
the Atlantic coast and lower Gulf coast 
portions of its territory have been for 
many years among the fastest-growing 
sections of the United States as well as 
of Florida. Favorable circumstances, 
however, have whetted the appetite of 
FP&L for more and more aggressive 
sales promotion. 

J. Henry Keele, sales promotion man- 
ager, a strong advocate of the nonmer- 
chandising policy his company pursues, 
points to these 1956 figures as substantia- 
tion for his belief that FP&L has bene- 
fited to a greater extent from sales pro- 
motion than it possibly could have from 
direct selling: Sales of equipment by 
dealers in the company’s territory in 1956 
totaled $102 million, a gain of $18 million 
over 1955. The largest single classifica- 
tion was major appliance units for resi- 
dences, of which 402,153 were sold last 
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year as against 388,150 in 1955. In most 
items the percentage gains in sales last 
year over the previous year were above 
the national average. Outstanding exam- 
ples, with the national averages in paren- 
theses, were these: automatic clothes 
washers 14.4 per cent (10.8) ; dryers 44.5 
per cent (15.8); dish washers 53.3 per 
cent (35.6); garbage disposals 53.6 per 
cent (13.5); radios 28.9 per cent (20); 
ranges 19.7 per cent (minus 0.9) ; refrig- 
erators 1.3 per cent (minus 11.9); room 
air conditioners 13.9 per cent (39) ; tele- 
vision 1.9 per cent (minus 7.2); water 
heaters 2.6 per cent (minus 3.3). 


—— Power & Licut achieved these 
results by working closely with 2,400 
architects and builders, 80 wholesalers, 
509 electrical contractors, and 1,596 re- 
tailers, conducting 12 special residential 
campaigns and four year-around activi- 
ties and by sustained sales drives on com- 
mercial, industrial, and farm groups. Its 
sales promotion staff had 225,485 selling 
interviews and conducted 1,714 demon- 
strations and exhibits during the year. 
What all this added up to was a kilo- 
watt-hour increase per customer last year 
of 263 against a national average of 229 
for residential and rural customers and 
1,877 in the commercial field against a 
national average of 1,068. In these two 


q 


z 


types of service, FP&L gains were, re- 
spectively, 8.1 and 9.9 per cent over the 
preceding year. This extended comment 
on the Florida Power & Light record may 
be justified by the fact that the company 
recently won for the second time the 
George A. Hughes gold trophy, awarded 
annually by the Edison Electric Institute 
for outstanding promotion of electric wa- 
ter heaters. It had previously won other 
awards for promotion of other appliances ; 
all-electric kitchens (1950); electric 
ranges (1950); electric clothes washers 
(1952). 


P&L does not merchandise or repair 

any electrical equipment and has not 
done so for twenty-six years, during which 
time it has worked closely with all seg- 
ments of the electrical supply trade. Mr. 
Keele pointed out that the state of Florida 
“is among the nation’s leaders in number 
of new homes built. In 1956, electric wa- 
ter heaters were installed in nearly two- 
thirds of all new homes in FP&L-served 
territory.” Records show that 54 of 
every 100 FP&L customers now use elec- 
tric water heating compared with a na- 
tional average of 16.9 out of every 100. 
The company has set a sales quota of $107 
million for 1957, or a $5 million gain over 
1956, in total appliance sales in its terri- 
tory. 


“To merchandise or not to merchandise household appliances 
is a question that has been getting more and more close study 
among utility companies, particularly those in the electrical 


field. ... It is apparent from the mixed reactions of utility com- 
panies on the subject of merchandising that all do not see eye- 
to-eye on which method will work out best in the long run for 
their own objective, which in all cases is the same—an increase 


in the residential power load.” 
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| ein across the border from Florida, 

the Georgia Power Company sees the 
question of merchandising in a somewhat 
different light. ““This company,” said Joe 
B. Browder, sales manager, “has always 
merchandised and feels rather strongly 
about continuing it. The secret of our 
merchandising success lies in the reliable 
low-cost appliance repair service which 
the company makes available through 105 
of its retail stores scattered throughout 
Georgia. Although we have lost money 
for the past five years, the amounts have 
been small, particularly when you com- 
pare them with the cost of a dealer pro- 
gram which would even remotely ap- 
proach the job that our merchandise de- 
partment is doing. 

“Last year we dropped several lines of 
major appliances and launched upon an 
experiment of handling exclusively one 
major line—Westinghouse. This has the 
advantage of reducing our inventories 
considerably and allowing all of our sales 
personnel to concentrate on one line with 
full and adequate product knowledge, 
which was difficult with more than one 
major line, especially with so many mod- 
els and new features as today’s business 
seems to require. This decision, thus far, 
proved to be a wise one. We expect to 
break even or possibly make a few dol- 
lars in 1957. The Westinghouse account 
with Georgia Power, by the way, is the 
largest single appliance account that any 
manufacturer has with any dealer in the 
United States.” Last year Georgia Power 
sold about $5 million worth of appliances. 


_ two opposite viewpoints outlined 
above lend emphasis to the view of 
the executive vice president of a large 
eastern electric utility that the subject of 
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appliance merchandising by utilities is 
still clouded by varying factors that make 
conclusions “inexact, complicated, and 
controversial.” In this article no attempt 
is being made to espouse either side of the 
question, but merely to illustrate the dif- 
ferent types of thinking that persist after 
many years of discussion by trade groups 
and intensive study by individual compa- 
nies to determine what course is the best 
for their own companies to follow. 

“Certainly there is no single solution to 
this problem,” observes a large utility 
company which adheres to a policy of di- 
rect selling. But this company adds, “We 
try to keep flexible enough to change as 
conditions change. There are as many 
good ways of effectively handling ap- 
pliance selling and that part of it which 
involves utility merchandising as there 
are utilities.” From responses received 
from a wide geographical scattering of 
utility companies, it is obvious that local 
conditions dictate to a large extent the 
policy which the utility has decided to fol- 
low. 

“The chances are remote,” says a util- 
ity vice president, “that the solution ar- 
rived at here would be satisfactory some- 
where else.” 


—— company selling both elec- 

tricity and gas in a large eastern city 
is “a firm believer that utilities should 
continue to merchandise appliances. Our 
company has done so for many years 
without interruption. It must be under- 
stood that we must maintain prices and 
not take any advantage of volume pur- 
chasing power in setting prices. We have 
continued to sell at the manufacturers’ 
suggested list prices, and take advantage 
of special prices only when they are made 





SHOULD A UTILITY MERCHANDISE APPLIANCES? 


























The Cleveland Precedent 


6¢ HE Cleveland Electric Illuminating Company has continually re- 

viewed its position with respect to merchandising and on each occa- 

sion has decided to continue its long-established policy of dealer promotions 

rather than direct sales. In support of its position, it can potnt to the fact 

that its average kilowatt-hour use per residential customer has consistently 

been ahead of the average for the nation and substantially ahead of the 
average for metropolitan areas.” 





available by the manufacturers to all 
dealers as well as ourselves.” 

This company, while selling direct, also 
maintains an active dealer organization, 
set up to achieve the maximum potential 
in appliance sales in its territory. “The 
dealer promotion division,” says the resi- 
dential sales promotion manager, “must 
be entirely separate from the utility’s ap- 
pliance sales division and should treat the 
latter as it would any other dealer. This 
policy has proven itself in our case, and 
we are proud of our relations with both 
distributors and dealers who have come 
to realize that we have promoted many 
sales for them. All of our promotional ad- 
vertising carries the signature, ‘See Your 
Appliance Dealer.’ We attempt to treat 
all dealers alike, discounters or not. 

“Many of our customers insist on pur- 





chasing from the utility at full list price. 
They are dealing with a reputable estab- 
lishment that will render good service. 
Furthermore, where they have been deal- 
ing with the utility for some time their 
credit has been established and they are 
able to purchase appliances through 
monthly payments on their service bills.” 
It might be noted here, however, that 
many utility companies do not engage in 
this type of instalment payments. 


|. ne company which continues to 

merchandise appliances, but at the 
same time operates a dealer promotion di- 
vision, is the Alabama Power Company. 
J. P. Brown, manager of residential sales, 
says: 


Our company has always believed 
in merchandising on a basis which 
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would stimulate business for dealers 
through its promotional efforts. Our 
ads are devoted to promoting the use 
of electricity in the home for various 
purposes. The ads always refer the cus- 
tomer to the appliance dealer or to any 
of the company’s offices. We do no 
brand-name advertising, offer no ex- 
cessive trades, and adhere to list prices. 


Alabama Power has a staff of dealer 
sales promotion representatives and a staff 
of highly trained home service represent- 
atives. These staffs work in close co-op- 
eration with dealers through cooking 
schools, open house demonstrations, sales 
training courses, and floor and window 
displays. “These services,” says the com- 
pany, “are extensively used by a majority 
of the dealers in our area,” illustrating 
what some companies stoutly maintain— 
that they can merchandise and at the 
same time keep on cordial terms with in- 
dependent dealers, not as competitors but 
as helpers in a co-operative approach to 
the job of getting wider use of household 
electrical appliances. 


B”™ where you find one company that 

will argue strongly for direct mer- 
chandising or a dual program that com- 
bines this policy with dealer sales promo- 
tion, there are many companies that have 
tried it both ways and are as firmly con- 
vinced as is the Arkansas Power & Light 
Company that “the electric utility has no 
business in the merchandising field.” Says 
W. M. Shepherd, vice president: 

I believe the trend in the field is 
away from merchandising. Our own 
company has been out of the merchan- 
dise business since 1939. ... We have 
definitely built stronger dealers, we 
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have sold more merchandise, and we 
have better job relations than we ever 
had when we were selling directly. Our 
company maintains a normal sales 
force of residential, rural, commercial, 
and industrial salesmen. We also have 
home economists who utilize all kinds 
of mass selling techniques to promote 
sales for our dealers. Last year we 
turned over 50,000 prospect cards to 
our dealers in the state and over 60 per 
cent of these were sales. We believe 
this is the way to build the greatest 
merchandise sales in our area. 


The Louisiana Power & Light Com- 
pany agrees with this. A. B. Paterson, 
residential and rural sales manager, says: 


Our feeling is that a utility company 
can do a better job with a strong pro- 
motional program and by staying out 
of the business of actually selling ap- 
pliances. 


boa in Texas, the Houston Lighting 

& Power Company feels that “the 
merchandising function is that of the ap- 
pliance dealer and that our own sales pro- 
motional efforts should be in his support.” 
Other companies in the South which have 
not done any direct merchandising for 
many years include the Mississippi Power 
& Light Company, the Carolina Power & 
Light Company, and the Virginia Elec- 
tric & Power Company. 

The Carolina Power & Light Company 
and the Virginia Electric & Power Com- 
pany have both had a two-sided expe- 
rience with merchandising of appliances. 
In 1934 the Carolina Company, after mer- 
chandising aggressively through its 37 
stores Over many years, made a thorough 
review of its situation. “The result of this 
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study disclosed the need for changing our 
policies as they applied to advertising, 
sales compensation, appliance servicing, 
and other important phases,” said H. G. 
Isley, general sales manager. “Such 
changes were made prior to 1935. The 
program (we) designed to assist manu- 
facturers, distributors, and dealers inter- 
ested in selling electrical merchandise in 
our area proved to be most acceptable by 
these groups—so much so that substantial 
dealer outlets were soon established 
throughout every city and town within 
our service area. Newspaper advertising, 
mass demonstrations, and the use of bill- 
boards became quite evident throughout 
our area as dealers, distributors, and man- 
ufacturers actively engaged in a program 
of promoting a wider acceptance of elec- 
trical living. 


. shifting of merchandising from 


our company to dealers was a grad- 
ual process until 1940 when the task ap- 
peared completed. This marked the discon- 
tinuance of merchandising all major appli- 
ances and by the beginning of World 
War II the sale of every item of merchan- 
dise was discontinued in all 37 stores, 
even lamp bulbs. A very similar proce- 


q 


& 


dure was followed in shifting appliance 
servicing from company to dealers and in- 
dependent service agencies.” 


S15 promotion helps of every kind are 

given to the 1,200 appliance dealers 
in the Carolina Company’s territory. Re- 
sults that have been achieved convince the 
company that “greater things can be ac- 
complished if we continue in the program 
we have been employing for the last twen- 
ty-two years. We would under no condi- 
tions be interested in returning to the out- 
moded approach which we tried so dili- 
gently to make effective more than twen- 
ty years ago.” In the meantime, electric 
range saturation of 70 per cent is one ex- 
ample of what has been accomplished. 
Another is 45 per cent use of electric wa- 
ter heaters. And the average annual use 
per residential customer as of February, 
1957, had risen to 4,279 kilowatt-hours, 
which is somewhat above the national 
average. 

Just as emphatically, the Virginia Com- 
pany states “there is little likelihood that 
we will again merchandise.” It was once 
a merchandising company but has been 
out of it for many years. “Our promotion 
efforts are directed through the existing 


“THE most active advocates of a nonmerchandising policy are 
those which at one time have merchandised and are now able 
to see both sides of the coin through the results that have been 


achieved by their sales promotion helps for independent dealers. 
One of the most ardent of the nonmerchandising group is the 
Florida Power & Light Company, Miami,which has pursued 
its present policy for twenty-six years. During that time Miami 
itself had more than tripled in population, while Dade county 
(the greater Miami area) is headed toward a million popula- 
tion by the 1960 census, or almost four times tts total count in 


1940.” 
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dealers in our territory. We believe our 
organization does an effective job in sup- 
porting their sales.” 

In the more populous and highly indus- 
trialized areas of the North, the belief of 
some of the major companies is that 
“there is increasing evidence that more 
utilities are withdrawing from active ag- 
gressive merchandising.” 


_ Detroit and Cleveland, for example, 
there is this feeling, although the De- 
troit Edison Company does some direct 
selling while the Cleveland Electric II- 
luminating Company does not merchan- 
dise and has never done so. However, the 
Detroit Edison Company works with 
dealers and distributors in putting on mass 
demonstrations for women’s groups, 
adult education groups, home economics 
classes in high school, and the like. De- 
troit Edison also provides service on ap- 
pliances for its customers. 

The Cleveland Electric Illuminating 
Company has continually reviewed its po- 
sition with respect to merchandising and 
on each occasion has decided to continue 
its long-established policy of dealer pro- 
motions rather than direct sales. In sup- 
port of its position, it can point to the fact 
that its average kilowatt-hour use per res- 
idential customer has consistently been 
ahead of the average for the nation and 
substantially ahead of the average for 
metropolitan areas. 

As for the big Chicago market, Com- 
monwealth Edison Company’s Vice Pres- 
ident Thomas G. Ayers says: 

Our company is out of direct mer- 
chandising except for one location in 
our downtown headquarters building. 
We are now putting major emphasis 
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on helping the independent dealer and 
working with project builders. We also 
went out of the appliance repair busi- 
ness for several reasons. We were los- 
ing money ; we were not making friends 
with either our customers or various 
repair agencies who felt that this should 
be their field exclusively. We also 
found that we tended to take care of 
repairs which were uneconomic from 
the standpoint of both the utility and 
the customer. We believe servicing of 
appliances is improving in our service 
area largely because of the increased 
interest in this problem by manufactur- 
ers. 


One of the largest discount houses in 
the country is in the Chicago area. This 
concern no longer operates on a cash-and- 
carry basis, the majority of its business 
being on credit, which is now true of 
many discount houses elsewhere. 


i areas which are largely rural and de- 

void of large communities the trend is 
somewhat toward a dual policy of direct 
merchandising combined with promotion 
for dealers. Such is the case, for example, 
in the territory covered by the Wisconsin 
Power & Light Company, in which there 
is no city with more than 40,000 popula- 
tion. M. R. Norton, general sales manag- 
er, believes that “our policy of energetic 
merchandising with emphasis on growth 
appliances, along with a vigorous sales 
promotion program, is the best answer. 
We do everything possible to build up 
servicing dealers, believing that servicing 
by a utility or distributor is the answer 
to appliance distribution and customer 
satisfaction problems.” 

One of the biggest markets in the coun- 
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Different Views on Merchandising 


a | ust across the border from Florida, the Georgia Power Company 
sees the question of merchandising in a somewhat different light. 
‘This company, said Joe B. Browder, sales manager, ‘has always mer- 
chandised and feels rather strongly about continuing it. The secret of our 
merchandising success lies in the reliable low-cost appliance repair service 
which the company makes available through 105 of its retail stores scat- 
tered throughout Georgia. Although we have lost money for the past five 
years, the amounts have been small, particularly when you compare them 
with the cost of a dealer program which would even remotely approach the 


job that our merchandise department ts doing. 





try for almost anything, including elec- 
trical appliances, is of course New York 
city. But “New York Is Different,” as 
was pointed out in a well-written article 
by A. Bryan Marvin of the Consolidated 
Edison Company (Pusiic UTILITIES 
FoRTNIGHTLY, November 20, 1952, page 
772). In that article Mr. Marvin said Con 
Edison had discovered the hard way that 
New Yorkers do not respond to contests 
and similar approaches as do the residents 
of other cities. 


+ 3) 
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Con Edison does not merchandise ap- 
pliances, has not done so for many years, 
and, according to C. Wesley Meytrott, 
assistant vice president, has “no inten- 
tion of getting back into it.” However, 
it conducts special promotion campaigns 
designed t6 help dealers sell various items. 
One on automatic dish washers was 
launched June Ist. Con Edison decided 
this was a good item to push, since surveys 
indicated that only 3 per cent of the fam- 
ilies in its area own and use this major 
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appliance. The campaign includes televi- 
sion, radio, newspapers, subway and bus 
cards, billboards, and truck posters. Con 
Edison undertook this campaign in the 
belief that within ten years nearly half of 
its residential customers will be influ- 
enced to mechanize the tedious daily dish- 
washing chore. 


large eastern utility company 

which distributes both electricity and 
gas reports that “we have been studying 
this problem of merchandising for some 
time and it looks as though the prepon- 
derance of argument indicates that we 
should give up the merchandising opera- 
tion and do what we can to help the deal- 
er sell more electric and gas appliances, 
but no decision has been reached. Years 
ago it was evident that a public utility 
could do a lot in promotion of new appli- 
ances and develop them toward public ac- 
ceptance. 

“It seems to us that the importance 
of that role for the utility has de- 
creased and has been taken over by the 
tremendous advertising by the manufac- 
turers of appliances.” 

For the most part, the question of 
whether utilities should or should not 
merchandise has been discussed only in 
trade circles, but late last year W. F. Wy- 
man, president of the Central Maine 
Power Company, took the issue to stock- 
holders. In his letter, Mr. Wyman un- 
doubtedly reflected the uncertainties that 
have been plaguing utility men when he 
wrote: 


The company has for a long time en- 
gaged in the selling and servicing of 
electrical appliances. At the same time 
we co-operate with independent dealers 
in this field and we value their help. 
Many other utilities throughout the 
country follow this same practice. It is 
our belief that in so doing we are pro- 
viding our customers with a conven- 
ience and service which they want 
and that it is an economical and effec- 
tive way of promoting the use of elec- 
tric service, even though the merchan- 
dising operation in recent years has 
been showing a loss. 

This has been a matter of study for 
some time, including the alternative of 
discontinuing the merchandising activ- 
ity as some utilities have done. While 
no final conclusions have been reached, 
we believe that discontinuance of our 
merchandising operation under condi- 
tions as they now exist would not result 
in a money saving in the over-all pic- 
ture. This is due both to the expenses 
now being borne by merchandising 
which would not be eliminated by dis- 
continuance and to the additional pro- 
motional efforts which would be need- 
ed to replace those now carried by our 

* own merchandising operation. 


From all of the comments received one 
thing stands out clear. That is, sales pro- 
motion efforts by utilities as a means of 
increasing the residential load are increas- 
ing whether the utility does direct selling 
or not. 


Part II of this article will appear in the next issue of the FORTNIGHTLY. 
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A Satisfied Customer Reports 
On His Heat Pump 


This article is written by the author in his capacity as a 

satisfied customer of an interesting household appliance 

which the electric utilities are striving to develop along 

more extensive lines. It is the heat pump. Two years 

ago the author had one installed in his New Jersey 
home. 


By HAROLD H. YOUNG* 


N interesting sequence of events 
started two years ago in Great 
Bend, Kansas, where Mrs. Young 

and I were sojourning briefly as guests 
of Western Light & Telephone Company. 
We had just bought a new home in Sum- 
mit, New Jersey, and were making plans 
for putting it in the shape we wanted. In 
the course of a dinner conversation at 
Great Bend, Mrs. Young spoke of what 
we were doing with our new house and 


*Partner, Eastman, Dillon, Union Securities & 
Company, New York, New York. For additional 
personal note, see “Pages with the Editors.” 


casually asked for reactions as to air con- 
ditioning. We had not entertained the idea 
seriously but the response of our friends 
was so enthusiastic we decided to pursue 
the subject further. On the same trip we 
visited Kansas Power & Light Company 
and found in the person of Dean Ackers, 
then president and now board chairman, 
an ardent advocate of the “all-electric” 
kitchen with the most modern equipment. 


By the time we returned East we had 

ideas about our house quite different from 

what we had previously entertained. 
Summit is in the territory of Jersey 
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Central Power & Light Company, a sub- 
sidiary of General Public Utilities Cor- 
poration. On consultation with friends in 
that company we were given still a new 
idea on the air-conditioning question. The 
company, an all-electric company, did not 
at that time have on its system any instal- 
lation of a heat pump. The officials were 
eager to get one on their lines and watch 
its operation. They suggested that if we 
were interested in air conditioning, and 
if our layout proved to be suitable, they 
would like to install a heat pump in our 
house. 

Of course, the heat pump has had 
fairly good acceptance in the South and 
even as far north as Atlantic City. How- 
ever, in our area and further north, the 
heat pump is a rarity, primarily because 
a unit large enough to air-condition a 
house adequately in the summer is not 
large enough to heat it in the winter. This 
means that straight resistance heating has 
to be installed in the unit to supplement 
operation of the heat pump, itself, in very 
cold weather and this increases both the 
initial cost of the unit and the operating 
cost. 


b ies engineers looked over our house, 
which was about three years old. The 
rooms are on one floor; it contains about 
1,500 square feet of floor space. Heating 
had been by a gas furnace with hot air 
circulating through ducts. The engineers 
found the layout satisfactory and out came 
the gas furnace and in went the heat pump. 
This unit operates on the so-called “‘air-to- 
air” principle and two large ducts had to 
be installed, one to bring in air from the 
outside and the other to return it. Little 
change had to be made in duct work in- 
side the house. 
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At the same time the home service de- 
partment of Jersey Central worked on 
plans for an all-electric kitchen, including 
two built-in ovens, a built-in refrigerator, 
a built-in deep-freeze unit, and fold-back 
surface units for cooking, the latter being 
Mrs. Young’s particular pride and joy. 
Also installed in the kitchen were an ex- 
haust fan and a disposal. An automatic 
washer and clothes dryer are in the base- 
ment. We put in two 80-gallon electric 
hot-water heaters to take advantage of the 
Jersey Central’s off-peak rates. 

When the end of August, 1955, rolled 
around we were in business with an all- 
electric house. Of course, there had to be 
rewiring and our service entrance has 300 
amperes of capacity, which is comparable 
with what would be provided for many a 
commercial installation. 

Our heat pump has created a great deal 
of interest and as I have so frequently 
been asked about our experience with it 
I am glad to report. Briefly stated, the 
heat pump home offers pleasant and com- 
fortable living. The controls are sensitive 
and the house is kept at an even tempera- 
ture. In spring and fall we often have cool 
mornings and hot afternoons, so on the 
same day we may have heat in the morn- 
ing and air conditioning in the afternoon. 


W: keep our windows closed the year 

around. Some people say they “could 
not take it,” but we found no serious prob- 
lem of adjustment. At seasons in which 
house temperature remains unchanged 
and the thermostat calls for neither heat- 
ing nor cooling the pump does not operate, 
so, of course, the air does not circulate. 
We meet this situation by switching on the 
fan in the heat pump and the air then cir- 
culates throughout the house and prevents 





A SATISFIED CUSTOMER REPORTS ON HIS HEAT PUMP 


q 


“Heat pump operation and the all-electric kitchen and laundry 
have not only contributed to very pleasant living but have also 
produced a very fine load for the electric company. In the first 


year we were in the house we used 33,700 kilowatt-hours of 
electricity as against a national average figure of less than 3,000 


kilowatt-hours. 


The breakdown was approximately 21,700 


kilowatt-hours for the heat pump; 1,100 kilowatt-hours for 
auxiliary electric heating; 5,800 kilowatt-hours for hot-water 
heating; and 5,100 kilowatt-hours for the house generally.” 


the accumulation of dead air in the bed- 
rooms or any other spots. 


Pree windows give rise to ancillary 
benefits which should not be mini- 
mized. Principal among them is a drastic 
reduction—in fact, virtual elimination— 
of dust and dirt. Mrs. Young has found 
housekeeping chores greatly reduced. With 
a once-a-week routine cleaning it becomes 
unnecessary to have a dust cloth in hand 
at any other time. There is never any 
worry about dust on the furniture if un- 
expected guests drop in as there just isn’t 
any dust. 

This situation arises not only from 
closed windows but also from the 
filter in the heat pump which pulls any 
dirt or dust out of the air as it circulates 
through the pump. Also, the filter keeps 
air fresh and clean. For example, if guests 
fill the living room with cigarette smoke 
during an evening visit, all traces of the 
tobacco odor have been removed by the 
next morning. 

Also, excessive moisture is taken out 
of the air. Last summer was particularly 
wet and neighbors complained of mildew, 
salt caking, and similar woes; we were 
free from all this trouble. Another im- 
portant plus item in heat pump living is 


. 


e 
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the fact that there are no combustible fuels 
involved; there is no soot, grime, or other 
dirt source. The windows do not collect 
the film which comes from an oil burner. 
We redecorated our house when we 
bought it, including painting the living 
room walls. When we had been in the 
house about a year and a half we enter- 
tained guests and the conversation turned 
to the heat pump. To emphasize the free- 
dom from dirt we took a picture off the 
wall, where it had hung for the year and 
a half, and there was no trace as to where 
it had been hanging. We see significant 
potential savings in such items as re- 
decorating, cleaning drapes, and reup- 
holstering. 


HERE is never any concern as to what 
changes there may be in outside tem- 
peratures during the night. With the 
thermostat set the indoor temperatures re- 
main constant and there is no worry as to 
what amount of bedcoverings will be 
needed on a given night. It is the same 
the year around. With windows closed it 
is not necessary to put up and take down 
screens. 
Heat pump operation and the all-elec- 
tric kitchen and laundry have not only 
contributed to very pleasant living but 
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have also produced a very fine load for the 
electric company. In the first year we were 
in the house we used 33,700 kilowatt- 
hours of electricity as against a national 
average figure of less than 3,000 kilowatt- 
hours. 

The breakdown was _ approximate- 
ly 21,700 kilowatt-hours for the heat 
pump; 1,100 kilowatt-hours for auxiliary 
electric heating; 5,800 kilowatt-hours for 
hot-water heating; and 5,100 kilowatt- 
hours for the house generally. 


— a word of explanation about the 
auxiliary electric heating. The first 
winter we were in the house we found that 
this cut in (automatically, of course) 
when the outside temperatures got down 
around 15. With adjustments that were 
made in the meantime we found last win- 
ter that there was very little use of the 
auxiliary heating until the outside tem- 
perature was down around zero or five 
above. 


I have not touched at all on the matter 
of operating costs because one of the 
objects in having the heat pump in our 
house is to permit the power company to 
observe load characteristics with the idea 
of working out some appropriate rate 
structure before attempting to promote it 
on a broad scale. I am reporting more 
especially on our experience with the heat 
pump, as such. Admittedly, there have 
been operating problems and adjustments 
but I can say for both Mrs. Young and 
myself that we would not like to go back 
to a home without the heat pump. 


W: have been surprised to note the 

number of people who, on being told 
we have a heat pump, ask ‘“‘What’s that?” 
A great deal of publicity and education 
must still be done. I am firmly convinced, 
however, as the result of our experience, 
that the heat pump is here to stay and that 
people in increasing numbers will be mak- 
ing installations in the years ahead. 





The Challenge of Free Enterprise 


6 pr eoeeey must be reinterpreted in terms of individual free- 

dom of choice in the selection of goods and services, voca- 
tions and ideas. Excessive paternalism saps energies at a time when 
optimum national strength is desirable in order to assure survival 
in competitive co-existence with militant Communism. . . . 

“Free enterprise, which gives incentives for work well done, is 
no free pass for loafers and bunglers. It is a disservice to those 
who are ill fitted to their chosen work to freeze them to a dead-end 
street, rather than encourage them to seek retraining in order to 
find amore successful and satisfying career.... 

“The tragedy behind demagoguery ts that it panders to medioc- 
rity, whereas progress depends on creative thinking by uncommon 
men. The curse of the ‘welfare state’ is that it blinds men to risk 
inherent in contemporary living by spreading palaver about ‘cradle 
to the grave security.’ The irredeemable promises from the stump 
about glamorous handouts is destructive to the spirit of thrift and 
industry, on which progress depends.” 

—M. S. RUKEYSER, 
Columnist. 
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Washington and 


the Utilities 


Probe Staff Completed 


gwen subcommittee investigation of 
federal regulatory agencies is ex- 
pected to get under way shortly, now that 
the committee’s staff has been completed. 
The committee, called the Subcommittee 
on Legislative Oversight, plans to look 
into the operations and practices of such 
agencies as the Federal Communications 
Commission, Federal Power Commission, 
Securities and Exchange Commission, 
and a number of others. The subcommit- 
tee’s first target will be the FCC. Bernard 
Schwartz of New York University has 
been selected as chief counsel of the in- 
vestigative group, which is headed by 
Representative Moulder (Democrat, Mis- 
sour). Schwartz, a widely known legal 
scholar, is presently the director of New 
York University’s Institute of Compara- 
tive Law. He has specialized in adminis- 
trative law, both in this country and 
abroad. 

The investigation is reported to have 
the firm backing of House Speaker Ray- 
burn, if not inspired by him. There is 
some expectation that there may be po- 
litical angles if the “disclosures” indicate 
basic policy conflicts between the congres- 




















sional majority and the Eisenhower ap- 
pointees to these commissions. 

As chief counsel, Dr. Schwartz will be 
a key figure in an investigation that is 
counted on to generate important news. It 
will dig into the question of whether such 
agencies as the Interstate Commerce Com- 
mission, the Federal Communications 
Commission, and nearly a dozen others 
are doing the job Congress has authorized 
and empowered them to do. 

Pressure for such an inquiry has been 
building up for several months. Last 
April the House of Representatives ap- 
proved $250,000 to carry the investigation 
through 1958, which is an election year. 

For the last several weeks the subcom- 
mittee staff has been going over stacks of 
letters of complaints. The letters have ac- 
cused some agencies of exceeding their 
legal powers, and charged that others, 
bowing to political and business influences, 
have — to protect “the public interest.” 


‘in appointment of Dr. Schwartz will 
about complete the subcommittee’s 
staff assignments. Representative Mould- 
er hopes to have his investigation ready 
for public hearings by October. 
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The importance that Congress attaches 
to the activities of Mr. Moulder’s subcom- 
mittee is indicated partly by the size of the 
appropriation an economy-minded House 
gave it. 

Speaker Rayburn, a former chairman 
of the Interstate and Foreign Commerce 
Committee, took the floor last March to 
request that the investigation of all regu- 
latory agencies be authorized to find out 
“whether or not the law as we intended 
it is being carried out or whether a great 
many of these laws are being repealed or 
revamped by those who administer them.” 

Baron I. Shacklette, formerly an inves- 
tigator for the House Legal and Mone- 
tary Subcommittee of the House Govern- 
ment Operations Committee, was recently 
assigned as chief investigator. 


@ 
Gas Bill Hangs in Balance 


HE House leadership is evidently dis- 

satisfied with the results of its infor- 
mal poll of members who intended to vote 
for the Harris-O’Hara Bill to ease FPC 
controls over natural gas producers. 
Rumor has it that the poll indicated that 
there are about two-score votes against the 
bill. It is accordingly believed that the 
bill will be dropped. 

Another threat to passage at the cur- 
rent session came with the revelation that 
dozens and dozens of Congressmen were 
slipping out of Washington in advance of 
expected adjournment around August 
24th. 

This could mean either the absence of a 
quorum or the absence of a sufficient num- 
ber of supporters to put the bill across. 

It is known, for instance, that the sup- 
porters of the bill are mainly those in 
southwestern states who would have diffi- 
culty in getting back to Washington on 
short notice if the bill were to be called up 
suddenly. 


AUGUST 29, 1957 


Opponents of the bill, on the other hand, 
are concentrated mostly along the eastern 
seaboard and the so-called consumer area 
of the Midwest. Both are only an hour or 
so flight time from the nation’s capital. 

In addition, there is also the possibility 
that Speaker Rayburn, and others who 
have been trying to drum up support for 
the bill, may have exacted pledges from 
some members who would just as soon not 
vote on it at all. They might welcome the 
opportunity of using unavoidable ab- 
senteeism as an easy way out. 

Since congressional leaders have defi- 
nitely agreed to bring the current session 
to a close around August 24th, the chances 
were regarded as slim for passage this year 
of the gas bill. Furthermore, if it is not 
brought up (or if it is defeated) the 
chances of final passage in this Congress 
would just about vanish. And this would 
be true despite the confidence of the bill’s 
supporters that it will get a wider margin 
of support in the Senate. 


© 
Niagara Bill 


_ virtually no opposition, the 
House and Senate passed, as ex- 


pected, the long-awaited bill to authorize 
the construction of the Niagara power 
project by the New York State Power 
Authority. It is a compromise between 
government power bloc insistence on a 
federal-type preference clause and the de- 
mand of the New York State Power Au- 
thority for a free hand. The President is 
expected to sign it. 

Under terms of the bill, which has been 
before Congress for seven years, the au- 
thority will be able to issue $600 million 
in bonds to finance the giant project for 
additional development of power on the 
Niagara river. The Senate, after four 
hours of debate, defeated proposed 
amendments to the bill which would have 
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forced it into conference. Passage of this 
bill renders moot the recent decision of 
the U. S. circuit court of appeals for the 
District of Columbia, holding that the 
FPC could license the authority without 
further legislation. 

The major feature of the bill was the 
so-called 50-50 provision under which half 
of the estimated power capacity would 
be reserved for government agencies. 


* 


AEC Chairman Blasts Atomic 
Plan 


EC Chairman Lewis Strauss has 
charged publicly that the majority on 
the congressional Joint Committee on 
Atomic Energy has mapped “a substan- 
tial start toward a program for govern- 
ment-owned atomic power facilities.” 
Strauss’ remarks were directed toward a 
new AEC authorization bill reported in 
both houses of Congress last month. The 
Joint Committee added $58 million to 
budget requests, most of which would go 
for a $40 million gas-cooled reactor using 
natural uranium, construction of which is 
opposed by the AEC. Strauss also criti- 
cized a provision directing more govern- 
ment development and power construc- 
tion of atom plants for five publicly and 
co-operatively owned power groups. 
These provisions of the bill, said 
Strauss, “may well be the first step to sim- 
ilar directions in later years on an expand- 
ing scale.” Strauss’ views were echoed in 
a minority report on the bill, filed by Rep- 
resentative Cole (Republican, New York) 
and three other House Republican mem- 
bers. (See “What Others Think,” page 
334.) The minority accused the majority 
on the committee of issuing a report on 
the bill, including sections that “exhibit a 
strong bias in favor of public power, gov- 
ernment ownership, and Socialism.” 
AEC proposes to issue developmental 


power reactor license number one to the 
General Electric Company for operation 
of a reactor in Alameda county, Califor- 
nia. Notice was filed in the Federal Reg- 
ister under the AEC’s rules which permit 
interveners to request a public hearing 
within thirty days of the filing. If there is 
no protest the license will be issued about 
September Ist, to be effective until May, 
1963. 

The facility is a boiling water re- 
actor which GE, after completion of low 
power criticality tests, is to operate at a 
thermal power level of 20,000 kilowatts, 
furnishing heat for the production of 5,- 
000 kilowatts of electricity. AEC has been 
notified by GE that liability insurance has 
been purchased for the reactor in the 
amount of $20 million. 


EC has announced its proposed issu- 
ance of a construction permit to 
Yankee Atomic Electric Company. The 
12-utility group plans to construct a large- 
scale nuclear power plant at Rowe, Massa- 
chusetts. Yankee Atomic plans to build 
and operate a pressurized light water- 
cooled and moderated reactor. Generating 
equipment relating to the reactor will be 
capable of producing 110,000 kilowatts of 
electricity from the initial reactor core and 
134,000 additional electrical kilowatts 
from subsequent loadings. The electricity 
produced will be distributed over the lines 
in all six New England states. 

AEC has accepted, as a basis for con- 
tract negotiations, the proposal of North- 
ern States Power Company to design, de- 
velop, build, and operate a nuclear reactor 
power plant under the AEC Power Dem- 
onstration” Reactor Program. North- 
ern States Power proposes a boiling water 
reactor power plant of 66,000 net electri- 
cal kilowatts capacity. Scheduled for com- 
pletion in mid-1962, it will cost approxi- 
mately $21 million. 
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New Nominations 


- ecesnmenaiied W. Forp, former Justice 
Department attorney and career staff 
attorney for the FCC, has been confirmed 
by the Senate to be a member of the FCC. 
He succeeds to the vacancy left through 
the expiration of the term of former FCC 
chairman, George C. McConnaughey. 

Edward N. Gadsby, formerly a member 
of the Massachusetts Department of Pub- 
lic Utilities, was recently confirmed by the 
Senate to become a member of the Securi- 
ties and Exchange Commission. 

Fourteen Democrats furnished the mar- 
gin of victory for the confirmation of 
Jerome Kuykendall for another term on 
the FPC. The final vote was 50 to 25 in 
favor of the nomination. The vote came 
after a spirited attack on Kuykendall and 
much delay which threatened to force the 
nomination to be set aside because of the 
lateness of the session. The attack, led 
by Oregon Democratic Senators Morse 
and Neuberger, seemed to be based main- 
ly on the FPC licenses to the Idaho Pow- 
er Company in the Hell’s Canyon area, 
although the Dixon-Yates contract and 
the natural gas bill played a part in the 
opposition barrage. 

But Kuykendall’s sympathy for gas 
producer legislation won for him decisive 
support among Democratic Senators from 
gas-producing states, normally critical of 
administration policies. Democratic Sen- 
ators favoring the nomination were Bible 
(Nevada), Eastland and Stennis ( Missis- 
sippi), Ellender and Long (Louisiana), 
Holland and Smathers (Florida), Kerr 
and Monroney (Oklahoma), Lausche 
(Ohio), McClellan (Arkansas), Russell 
(Georgia), Thurmond (South Carolina), 
and Robertson (Virginia). 

An uncertain fate appears to await the 
nomination of Arnold R. Jones to become 
a member of the TVA board. Jones’ ap- 
pointment was still before the Senate 
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Public Works Committee where there was 
some opposition based on the apprehen- 
sion that Jones would support TVA 
Chairman Vogel on several pending policy 
matters on which TVA government pow- 
er promoters disagree with Vogel. The 
TVA chairman’s position was even fur- 
ther complicated by the sudden death, on 
August 8th, of TVA Member Raymond 
Paty. This leaves TVA without a quorum 
to operate until another member qualifies. 


= 
Senate Passes TVA Bill 


HE Senate on August 9th approved a 

bill that would permit the Tennessee 
Valley Authority to finance new power fa- 
cilities by issuance of $750 million worth 
of bonds. The measure was then sent to 
the House. 

In lengthy debate which preceded pas- 
sage of the bill, Tennessee valley Senators 
were forced to accept several limiting pro- 
visions sponsored by Republican Senators 
opposed to giving TVA additional au- 
thority. 

The Senate rejected by a vote of 63 to 
22 a motion by Senator Barry M. Gold- 
water (Republican, Arizona) to send the 
bill back to the Public Works Committee. 
By a vote of 46 to 37, the Senate also de- 
feated an amendment of Senator Leverett 
Saltonstall (Republican, Massachusetts) 
that would have kept TVA financial ac- 
tivities pretty much under Budget Bureau 
control. 

The Senate cut out of the bill a provi- 
sion to authorize extension of TVA pow- 
er to rural electric co-operatives in 
counties adjoining the TVA power area. 

By a 76-to-6 vote, the Senate adopted an 
amendment of Senator Francis Case (Re- 
publican, South Dakota) which would re- 
quire TVA to pay $10 million a year on 
its appropriated indebtedness to the fed- 
eral government. 





Telephone and 


Great Lakes Telephone Service 


FEDERAL COMMUNICATIONS Com- 

MISSION examiner has recommended 
denial of applications by three Bell tele- 
phone companies for authority to provide 
ship-to-shore telephone service on the 
Great Lakes waterways between Buffalo 
and Duluth. 

The decision, which is subject to re- 
view by the full commission, was a victory 
for an independent telephone company, 
Lorain Telephone Company, whose sub- 
sidiary, Lorain County Radio Corpora- 
tion, now handles almost 60 per cent of 
all radio traffic on the Great Lakes. The 
Bell companies involved were the Wiscon- 
sin Telephone Company, Michigan Bell 
Telephone Company, and Ohio Bell Tele- 
phone Company. 

Lorain Radio provides service at pres- 
ent through its four coastal harbor sta- 
tions. Despite the fact that it charges 
$1.25 for the radio link of its calls, the 
common carrier operations of the com- 
pany have been conducted at a substantial 
loss during the last several years. The an- 
nual losses have been offset by profits from 
the manufacturing, selling, maintenance, 
and servicing of its equipment. During 
the years 1953 to 1955, Lorain Radio 
handled a total of 214,502 paid calls for 
which it received gross revenues of $296,- 


822.67, or an average of $1.38 gross rev- 
enue per message. 

The Bell system companies argued that 
Lorain Radio is not financially stable and 
cannot be compelled to continue to oper- 
ate at a loss. It was contended that the 
company could continue in business only 
so long as its shore station operations are 
subsidized by its manufacturing and serv- 
ice divisions. The Bell companies also 
charged that Lorain Radio is practically 
subject to customer control by virtue of 
the fact that its continued profitable op- 
erations depend wholly upon whether the 
customers will continue to subsidize an 
annual loss in the shore station business 
through the equipment and maintenance 
business. Under these circumstances, the 
Bell companies argued that Lorain Radio 
should not, in the public interest, be pro- 
tected from competition. 


6 des examiner based his decision on the 
ground that there would not be such 
a substantial increase in ship-to-shore tele- 
phone traffic to warrant licensing the three 
Bell companies, and, further, that Lorain 
Radio was furnishing good and valuable 
service which should be protected from 
competition. He stated: 


The owners and masters of the lake 
cargo vessels find that the existing radio 
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communication facilities are adequate, 
have not requested additional VHF 
coastal stations, and some would not 
use the same if they were constructed. 
Yacht owners find the existing facilities 
to be adequate and have not requested 
additional facilities. The yacht owner 
fears the loss or curtailment of the use 
of the present FM band and the cost 
which would be involved if he had to 
install both AM and FM radiotelephone 
equipment. 


a. examiner also found that the Bell 
companies had all overestimated the 
amount of traffic and the amount of rev- 
enue which each of their proposed stations 
would handle. Recognizing the disastrous 
effect that the admittedly lower rates which 


would be charged by the proposed stations ~ 


would have on Lorain Radio, the examiner 
concluded : 


The establishment of all or any one 
of the [Bell] coast stations proposed 
herein would enable the VHF-FM- 
equipped ship, when within range of a 
coast station, to establish a ship-to-shore 
radiotelephone circuit of high quality 
for the handling of public correspond- 
ence. Any one or all of the proposed 
coast stations would handle some radio- 
telephone traffic. It is doubtful, how- 
ever, that there would be any substan- 
tial increase in the total telephone usage 
on the Great Lakes and it is apparent 
that most of the calls which would be 
handled would be calls diverted from the 
existing facilities of Lorain Radio... 
The effect of such diversion on the abil- 
ity of Lorain Radio . . . to continue to 
render adequate service has been pre- 
viously referred to. While high-quality 
ship-to-shore radiotelephone communi- 
cation and the possible elimination of 
the momentary overloads which now 
occur on the existing communication 
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system on the Great Lakes are to be de- 
sired, the price which would be paid for 
the proposed stations is too high. 


Sa 


Connecticut Decision 


HE Connecticut supreme court of er- 

rors has ruled that the state public 
utilities commission has no authority to 
set a minimum price on a proposed new 
issue of stock by the Southern New Eng- 
land Telephone Company. 

After a hearing last September, the state 
commission granted the telephone com- 
pany’s application to issue 679,012 shares 
of stock, but said that it must be sold for 
not less than $32 a share. The company 
had proposed to offer the stock for $30 
a share. 

Superior Court Judge Louis Shapiro 
upheld the telephone company in an ap- 
peal from the commission order and the 
commission then appealed to the Connecti- 
cut high court. In an unanimous opinion, 
written by Associate Justice Kenney 
Wynne, the court said Judge Shapiro’s de- 
cision was correct, but that there was error 
in the form in which he rendered it. In 
his decision, Judge Shapiro merely direct- 
ed the commission to delete from its order 
the section which set the minimum price 
of the stock at $32 a share. 

Justice Wynne said Shapiro should have 
directed the commission specifically to ap- 
prove the telephone company’s original pe- 
tition. He pointed out that there is no gen- 
eral statute in Connecticut which requires 
the stock of any corporation to be issued 
at a price in excess of par. 


sa 


FCC Depreciation Rates 


_ FCC has ananimously approved 
orders prescribing new depreciation 
rates for the various classes of station 





o> a 03 08 IJ AR AR LI Sf 


TELEPHONE AND TELEGRAPH 


equipment in the case of each telephone 
company of the Bell system, including the 
Long Lines Department of the American 
Telephone and Telegraph Company, the 
Cincinnati & Suburban Bell Telephone 
Company, and the Southern New England 
Telephone Company, retroactive to Janu- 
ary 1, 1957. The orders implement those 
amendments to Part 31 of the FCC’s rules, 
adopted September 29, 1956, which have 
a direct bearing on depreciation rates for 
telephone instruments, teletypewriters, 
and other categories of station equipment, 
including station connections—a new de- 
preciable class of property established un- 
der the amended rules. 

While the mandatory effective date of 
the new rules is January 1, 1958, the com- 
mission’s order contained the option 
whereby the amended rules may be adopted 
effective January 1, 1957. All Bell com- 
panies have taken advantage of this op- 
tion. 

The FCC ordered revisions in certain 
of the depreciation rates previously pre- 
scribed for the New Jersey Bell Telephone 
Company, effective retroactively to Jan- 
uary 1, 1957. These revisions reflect both 
reductions and increases in the individual 
classes of property, but their over-all ef- 
fect is a net increase of $1,638,000, or 6.9 
per cent, in the company’s annual depre- 
ciation charges. The company was or- 
dered to keep the commission informed 
annually as to the latest developments and 
progress in carrying out its plans for re- 
placing present electromechanical types 
of switching systems. 

In another order, the FCC amended its 
rules relating to the authority of the chief 
of the common carrier bureau to increase 
from “less than $500,000” to less than 
“$2 million” the expenditures involved in 
applications by common carriers under §§ 
214 and 319 of the Communications Act 


for construction or purchase of wire, 
cable, or radio facilities which it may ap- 
prove and, correspondingly, changed the 
delegation of authority of the telephone 
and telegraph committees to cover such 
projects costing $2 million or more. 


> 


Employee Relations 


W =tzen Union believes that a new 

employee becomes a better employee 
if he is told who does what, and why, in 
the company for every post from presi- 
dent to office boy. Recently, the telegraph 
company, one of the pioneers of informa- 
tion programs for employees, held its 
seventh annual get-together of this kind 
for 115 recent graduates from 61 colleges 
and universities who have picked telegra- 
phy as a career. 

The novel, two-week orientation sched- 
ule consisted of educational talks, movies, 
equipment demonstrations, and tours, with 
time out for appropriate social activities. 
Employees were taken on field trips to 
Western Union’s electronic research and 
facsimile laboratories at Water Mill, Long 
Island, and to Philadelphia, to see in op- 
eration the company’s largest high-speed 
message center through which telegrams 
flash automatically coast-to-coast at the 
speed of light. 

Heads of all Western Union depart- 
ments met with the new employees in the 
company’s headquarters office auditorium 
in New York city to explain their work 
and responsibilities. Quiz sessions fol- 
lowed each talk. In this way, each em- 
ployee learns how his job relates to each 
departmertt and what that department’s 
responsibilities are in relation to the com- 
pany’s world-wide operations. Following 
completion of the orientation program, the 
new employees took various positions. 
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Financial Reporting and the 
Problem of Inflation 


Myere2s G. EaTon made an interest- 
ing address recently on “Financial 
Reporting in a Changing Society,” before 
the Illinois Society of Certified Public 
Accountants. He pointed out that we are 
living in an era of economic change which 
is proceeding at headlong speed. One 
thing which binds the economy together, 
in the midst of this swift evolution, is our 
system of financial reporting. But the vital 
question remains “whether changes in ac- 
counting principles can compensate for 
the imperfection of money as a common 
denominator without sacrificing other 
vital purposes of financial reporting.” 

The methods of ascertaining and re- 
porting business profits are especially im- 
portant because they may influence such 
decisions as the following: 


1. Purchase or sale of securities. 

2. Corporate dividend policy. 

3. Reinvestment of earnings in new 
plant. 

4. Levying of income taxes. 

5. Fixing rates, in regulated indus- 
tries. 

6. Price determinations, in unregu- 
lated business. 

7. Granting long-term credits. 

8. Collective bargaining with labor. 
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Financial News 
and Comment 


By OWEN ELY 


9. Calculating national income and 
gross national product. 

10. Allocating property rights be- 
tween parties. 


HE problem of inflation has not yet 

been solved by the accounting pro- 
fession. Nevertheless, Mr. Eaton points 
out that there has been immense progress 
in developing accounting standards since 
the beginning of the century. At that 
time corporations reported whatever they 
pleased (if anything) and kept their ac- 
counts according to their own ideas— 
since independent audits were not re- 
quired and the accounting profession was 
in its infancy. In 1917 the American In- 
stitute of Accountants, in co-operation 
with the Federal Trade Commission and 
the Federal Reserve Board, developed a 
brochure recommending the type of in- 
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formation to be included in financial state- 
ments, and this has gone through a num- 
ber of revisions. The institute has also 
issued bulletins on accounting research 
since 1939, 

In 1926 the accounting profession be- 
gan working with the New York Stock 
Exchange and later with the Securities 
and Exchange Commission to develop 
better accounting procedure. Thus, a well- 
defined code of accounting procedure had 
been built up, placing the United States 
considerably ahead of European countries 
in this respect. Nevertheless, some per- 
plexing problems remain—particularly in- 
flation, income tax accounting, and de- 
preciation policies. 

The irregular but steady decline in the 
purchasing power of the dollar raised the 
question as to whether depreciation re- 
serves are adequate. Should fixed assets 
continue to be depreciated on the basis of 
fixed costs, or should they be adjusted to 
reflect the changing price level? If the 
latter, this would result in lower profits 
and perhaps higher taxes. Also, some ac- 
countants and executives consider it too 
difficult to make this adjustment by ac- 
counting methods; instead they would 
make contributions from surplus to sup- 
plement depreciation reserves. (This 
would seem to go back to the days when 
utilities’ “appropriations for replace- 
ments” served in lieu of fixed deprecia- 
tion. ) 


bie institute made an intensive in- 
vestigation of this subject ten years 
ago, and expects to organize a similar sur- 
vey in the near future. In the first study, 
the majority report favored determination 
of income as measured in units of about 
equal purchasing power, but this was sub- 
ject to comment and dissent by over one- 
third of the study group. The institute’s 
committee on accounting procedure has 


issued two releases suggesting that sup- 
plemental statements be published show- 
ing amounts of profit which must be re- 
tained to make up the difference between 
depreciation reserves and replacement 
costs, but few companies have followed 
this advice. 

In addition to the question whether de- 
preciation is adequate, there are also the 
varying methods of depreciation in cor- 
porate accounting and income tax returns. 
Mr. Eaton states: 


A company which adopts the dimin- 
ishing-balance method of depreciation 
may show less income in the earlier 
years, and a greater net income in the 
later years of the life of a given asset, 
than an otherwise identical company 
which follows the straight-line method 
of depreciation. . . . I suspect it would 
come as something of a shock to some 
people to realize that two otherwise 
identical corporations might report net 
income differing by millions of dollars 
simply because they followed different 
accounting methods—and that the fi- 
nancial statements of both companies 
might still carry a certified public ac- 
countant’s opinion stating that the re- 
ports fully presented the results in 
accordance with “generally accepted ac- 
counting principles.” 


5 iin fact that differing depreciation 
methods are used in tax returns and 
in published reports raises many problems. 
In this connection may we offer an edi- 
torial comment? Utility executives often 
state that “they live in a goldfish bowl” 
and that they withhold comparatively 
little information from the security an- 
alyst or the investing public. However, 
little information is ever published or re- 
vealed regarding the corporation’s income 
tax return. In recent years the amount of 
depreciation claimed in the federal income 
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tax return has been reported by some com- 
panies in the annual statistical report 
(page 2, note D) though some companies 
write “not determined” in the space pro- 
vided. So far as the writer is aware, how- 
ever, utility companies do not voluntarily 
reveal the amount of the depreciation re- 
serve and the net plant account as carried 
in the tax return. Such information might 
he valuable to the analyst in determining 


& 


the company’s position with respect to 
future taxes. When wartime excess profits 
taxes were imposed the amount of net 
plant on the tax books was an important 
factor in determining current taxes. It 
would be interesting to utility analysts to 
have this information, but it is doubtful 
whether they will ever obtain it. 

The SEC has authority to control the 
financial reporting of a major segment of 


JULY UTILITY FINANCING 
PRINCIPAL PUBLIC OFFERINGS OF ELECTRIC AND GAS UTILITY SECURITIES 


Description 
Bonds and Debentures 
Southern Cal. Ed. 1st 44s 1982 
Rochester G. & E. 1st 44s 1987 
Cent. Ill. Lt. 1st 48s 1987 
Wash. Water Pr. Ist 44s 1987 
West Penn. Pr. Ist 4% 1987 
Texas Elec. Serv. Ist 44s 1987 


Date Amount 
(Miill.) 


Jersey Cent. P. & L. Ist 5s 1987 .... 


Pac. G. & E. 1st 5s 1989* 
Tenn. Gas Trans. Deb. 6s 1977* . 
Pac. Nat. Gas Sub. 64% 

Notes 1963 (e) 


Price 
0 

Public 

100.73 i —” 


Common Stock—Offered to Stockholders 


Aver. Yield 
F 


or Success 
Offer- Securities of Of 
ing Similar Moody Offer- 
Yield Quality Rating ing 
4.07 
4.14 
4.09 
4.16 
4.09 
4.09 
2. 


‘1 
4 


Under- 
writing 
Spread 


.78C : 
4.58 
4.88 
4.77 
4.65 


PP AAP Ap w 


Earns.- 
Price 
Ratio 


Pac. Nat. Gas 7.00 


7/2 4 : 
y 28.00 


F7A8 “205 “Pattie POWE BIA: oss v-ceecnce ee 5.71 7.69 


N 
21C 


N—Negotiated. C—Competitive. *Cash sinking fund. a—Reported well received. b—Reported fairly well 
received. d—Reported the issue sold slowly. e—Offered in units of $25 notes and one share of common. 
f—Offered to stockholders on a 1-for-3 basis with oversubscriptions. Offering fully subscribed. g—Offered to 


stockholders on a 1-for-10 basis. 


NEW-MONEY OFFERINGS IN JULY, 1957 
Electric Companies 
Bonds —Sold to Public 


—Sold Privately 
Common —Offered to Stockholders 


10,466,000 
$225,032,000 
$ 25,630,000 

900,000 
230,000 
$ 28,360,000 
$253,392,000 


Gas Companies 
Bonds —Sold to Public 
—Sold Privately 
Common —Offered to Stockholders 


Source, Irving Trust Company. 
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business society, Mr. Eaton points out, but 
thus far has not fully exercised its powers. 
He feels that it would be a misfortune if 
uniform accounting regulations were to 
be prescribed by government fiat since 
this would tend to freeze the rules and 
retard evolutionary progress. For ex- 
ample, the ICC prescribed uniform rules 
in 1914 for the railroads, and the account- 
ing classification was considered a model 
of its kind—yet by 1957 this accounting 
has become completely out of date and far 
behind the standards of industrial corpo- 
rations. The American Institute recently 
pointed out six important changes which 
would have to be made in ICC rules be- 
fore CPAs could certify railroad financial 
statements as being “in accordance with 
generally accepted accounting principles.” 


> 


15-year Bull Market in 
Utility Stocks 


HE chart on page 324 from the 
1956 Statistical Bulletin of the Edi- 
son Electric Institute (brought up to date 
so far as possible) is based on an average 
of electric utility stocks prepared by 
Moody’s Investors Service. In 1942 utility 
stocks reached an all-time low, so far as 
reflected in this index. Prior to 1942, it 
contained some holding company stocks, 
which made it less comparable with the 
later years. The index declined from 133 
in 1929 to 36 in 1932 (the bottom of the 
bear market as reflected in the Dow-Jones 
industrial average) and the decline con- 
tinued to 27 in 1935. The index jumped 
to 40 in the following year but later 
dropped to 18 in 1941 and 13 in 1942. 
The severe decline of 1940-42 appeared 
largely due to the SEC threat to liqui- 
date the holding companies immediately, 
which program was later modified and 
carried out over a period of five or ten 
years. Since 1942 market prices as re- 


flected in the index have nearly quadru- 
pled, reflecting an increase in share earn- 
ings of 240 per cent and a widening of 
the price-earnings ratio from 9 to 15. The 
average dividend rate for these stocks has 
almost doubled, and the yield halved. 

In the last two years the index has been 
leveling off. Have we reached the end of 
the long bull market in utility stocks? The 
answer appears to lie largely in the hands 
of the regulatory commissions. If the 
utilities are not permitted to recoup the 
present high cost of financing and other 
inflationary burdens by rate increases 
where needed, this will doubtless be re- 
flected in a less favorable attitude of in- 
vestors toward the purchase of utility 
stocks—which have to compete with 
stocks of other industries for the atten- 
tion of potential buyers. If the utilities 
are treated fairly, and the traditional 6 
per cent return is adjusted to offset high- 
er money rates, investors should continue 
to buy utilities. 


» 


Cost of Capital—A New 
Formula 


mcg TATHAM, utility analyst of 
Bache & Company and formerly 
vice president of the Institutional Utility 
Service, at a meeting of the New York 
Society of Security Analysts in June pre- 
sented a revised formula for calculating 
the cost of capital for a typical electric 
utility. The table on page 325 shows 
the ‘wrong measurement” formerly used 
and the “correct measurement” proposed. 

The first correction is designed to ad- 
just the position of common stock in the 
capital structure by substituting average 
market price for book vaiue, since equity 
financing is done on the basis of market 
price with little or no use of book value. 
The average premium of price over book 
value being 40 per cent, capital structure 
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changes from the traditional 50-15-35 to 
about 44-13-43. Secondly, the cost of 
common stock money is calculated a little 
differently. Since market price has al- 
ready been taken into account, it is un- 
necessary to adjust the earnings-price 
ratio of 7.4 per cent for “underpricing” 
as was done in Section A. Instead, adjust- 
ment is made for “one year’s growth at 
6 per cent,” which raises the cost rate to 
7.85 per cent. 

The third adjustment is for the charac- 
ter of the rate base. The composite cost 
of money in Section B is 5.788 per cent 
compared with 5.655 per cent in Section 
A. It is assumed that with a fair value 
rate base 14 per cent has been added to 
original cost, hence the cost of capital 
(5.79 per cent) is multiplied by 114 to 
arrive at 6.60 per cent, which is the rate 
of return on an original cost rate base. 


v 


It is understood that the new meth- 
od was employed by Mr. Tatham in a 
rate case of Pennsylvania Gas Company. 
While the Pennsylvania commission did 
not follow his method closely, the allowed 
return of 7.8 per cent on original cost or 
6.4 per cent on fair value did not differ 
materially from the result reached in the 
formula. 


. is difficult as yet to obtain exact aver- 
ages for the current high cost of sen- 
ior financing. It appears likely that debt 
financing now costs about 5 per cent and 
preferred stock 5.8 per cent, where the 
issues are without special call or conver- 
sion features. Using these rates, the cost 
of financing under the “B” formula 
would increase to about 6.34 per cent 
with a fair value rate base, or 7.23 per 
cent on an original cost rate base. 


COST OF CAPITAL FOR TYPICAL ELECTRIC UTILITY 


A. Wrong Measurement “ 
er 
Capital Structure Cent 
Long-term Debt 50 
Preferred Stock 15 
Common Equity 35 


“100 


Cost Composite 
Rate Cost 

4.0% = 2.000% 
5.0 = 750 
8.3* = 2.905 


5.655% 


*Based on average earnings-price ratio of 7.4 per cent (price-earnings ratio of 
13.5 times) plus 10 per cent for underpricing. 


B. Correct Measurement 


Capital Structure Weighting 
Long-term Debt 50 x< 1 
Preferred Stock 15 4 1 
Common Equity 35 < 1.4* 


100 


Adjusted Cost 


Composite 


Capital Structure Rate Cost 


50 
15 
49 


114 


*For average 40 per cent market price premium. 


+Average earnings—price ratio 
One year’s growth at 6 per cent 


1.752% 
.660 

3.376 

5.788% 


5.0 sat 
43.0 ane 


be 8% é 4.0% 
7.85 
100.0% 


7.4%" 
45 


7.85% 


Cost of Capital with Fair Value Rate Base 
Required Earnings = 114 X 5.79% = 

Cost of Capital with Original Cost Rate Base 
$6.60 =~ 100 


$6.60 
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UTILITY ANALYSES PUBLISHED RECENTLY* 





No. 
Company Analyses Firm Pages Issued 


Tabulations, Ratios, etc. 
Electric Utility Stocks—Comparative 
Data in Regional Groupings Carl M. Loeb, Rhoades & Co. .......... 16 
Co-ordinated Study of Leading 
Electric P. & L. Stocks ................. Montgomery, Scott & Co. ............. 
Utility Co. Common Stocks White, Weld & Co. 
Pub. Utility Common Stocks G. A. Saxton & oS Sere ee errr 
Elec. & Gas Utility Common Stocks First Boston Corporation 
Pub, Utility Common Stocks R. W. Pressprich & Co. ........+++++8: 
Market Analysis of Utility Stocks Middle West Service Co. 
Monthly Bulletins ‘ a 
Public Utilities Bulletin Eastman, Dillon, Union Securities Co. .. 
Monthly Review of Utility Developments ...Josephthal & Co. ............... eee eee 
Special Topics 
Electric Power Companies Dave G., Baneon Ge G0. 2... 6ncc case ses 
Utility Rate Increases Are Imperative DipereNRI NE SOO: sas cw cat sesstawsse ss 
Growth Prospects for Selected Elec. 
Utilities in the Next Three Years : 
Current Utility Selections [OS CAL COS ee Snr ree 
Changing Pattern in Utility Stocks SOW AE MSD P45 codes 50050 Stes sses 
Utility Stocks & Money Rates .............. [etn he 2 COREA RAG Pan cornea crcr 
Importance of Growth Trends POMEDIMOU MI NGOS. 5 <5 s0s0osaisesiese'e 4 
Telephone & Telegraph Cos. ............... Reynolds & Co. 1 


*Similar lists have appeared about three times a year in earlier issues, the last being the May 9th issue. 
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RECENT FINANCIAL DATA ON GAS UTILITY STOCKS 


Incr. Approz. 
8/7/57 ivi Recent In Sh. Price- Div. Common 
Price A on Share % In- Earns. Earns. Pay- Stock 
About teld Earnings crease 1951-56 Ratio out Equity 


Pipelines 

Ala.-Tenn. Nat. Gas .... 
Commonwealth N. G. ... 
E. Tenn. Nat. Gas 

Gulf Interstate Gas 
Miss. River Fuel 
Southern Nat. Gas 

Tenn. Gas Trans. ....... 
Texas East. Trans. 
Texas Gas Trans. 
Transcont. Gas P. L. .... 


$1.42Je oo 14% 14.1 
2.92Je 
.83De 
.77De 
2.33De 
2.32Ma 
1.77Je 
2.03Je 
2.17Je 
1.43Ma 
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Averages 


Integrated Companies 


American Nat. Gas 
Arkansas-Louis. Gas .... 
Colo. Interstate Gas .... 
Columbia Gas System ... 
Commonwealth Gas .... 
Consol. Gas Util. 

Consol. Nat. Gas 

El Paso Nat. Gas 
Equitable Gas 
Kansas-Nebr. Nat. Gas .. 
Lone Star Gas 
Montana-Dakota Util. .. 
Mountain Fuel Supply .. 
National Fuel Gas 
Northern Nat. Gas 
Oklahoma Nat. Gas 


AUGUST 29, 1957 


_— 
83s 
| OG 


SSRSBASSSSSSR 
DH SSW AWOW OOOO 


eA pet ned tee edd ele 

UNALPNARNW RAS pp 
_ 

ANWoOOMNWhYUP 


NNNONNONNNNONOY.NH 
wn 
i} 





FINANCIAL NEWS AND COMMENT 


2.75De 10 
2.26De 40 
2.93Ma D9 
1.52De D10 
2.42Je 


Panhandle East. P.L.... 47 
Pennsylvania Gas 24 
Peoples G. L. & Coke... 43 
Southern Union Gas .... 29 
United Gas Corp. ....... 


Pepe 
PONIO CO 


r 


Retail Distributors 


fr 
— 
w& 
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Atlanta Gas Light 
Berkshire Gas 
Bridgeport Gas 
Brockton-Taunton Gas .. 
Brooklyn Union Gas .... 
Cascade Nat. Gas 
Central El. & Gas 
Central Indiana Gas ... 
Chattanooga Gas 

Gas Service 

Hartford Gas 

Haverhill Gas 

Houston Nat. Gas 
Indiana Gas & Water .. 
Laclede Gas 

Michigan Gas Utils. .... 
Midsouth Gas 
Minneapolis Gas 

Miss. Valley Gas 

Mobile Gas Service 

New Haven Gas 

New Jersey Nat. Gas ... 
No. Illinois Gas 

North Penn Gas 

North Shore Gas 

Pacific Lighting 

Pioneer Nat. Gas 
Portland Gas & Coke ... 
Portland Gas Lt. ....... 
Providence Gas 

Rio Grande Valley Gas .. 
So. Atlantic Gas 

South Jersey Gas 

United Gas Impr. ....... 
Wash. Gas Light : : 
Wash, Nat. Gas 10(1) 
Western Ky. Gas .60 


| oSe 
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Sell ante ee 


CoN, et eee 
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2.48Je 

2.54Je 
35Ma 
J2Je 
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16.7 
13.2 
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RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, AND WATER STOCKS 
_ Appros. 
Annual 8/7/57 Divi- Recent &F In Sh Price- Div. Common 
Rev. Price dend “ Share % In- Earns. Earns. Pay- Stock 
(Mill) About Rate ‘ Earnings crease 1951-56 Ratio out Equity 


Communications Companies 

Bell System 

$5,825 Amer. T. & T. (Cons.) .. 173 
Bell Tel. of Canada 42 
Cin, & Sub. Bell Tel. .... 85 
Mountain Sts. T. & T.... 118 
New England T. & T.... 135 
Pac 1. Ey ccs eecees 130 
So. New Eng. Tel 


$13.13*My — 2% 132 68% 67% 
225De D3% 2 187 89 64 
5.58De 2 4 81 100 

7 3 ; 71 68 
D7 4 ’ 9 60 
2 4 77 ~—«458 
13 3 91 59 

82% 


AUGUST 29, 1957 


RNRDANS 
Sssssss 





PUBLIC UTILITIES FORTNIGHTLY 


Independents 


Anglo-Canadian Tel. .... 
British Col. Tel. ....... 
Galt; Inter, Tel. .2..... 
Calif. Water & Tel. ..... 
Central Telephone 
Commonwealth Tel. ..... 
Florida Telephone 
General Telephone 
Hawaiian Telephone .... 
Inter-Mountain Tel 
Peninsular Tel. 
Rochester Tel. ......... 
Southeastern Tel. ....... 
Southwestern St. Tel. ... 
United Utilities 

West Coast Tel. ........ 
Western Union Tel. .... 


SY 


$3.22Je 
2.72Je 
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1.94My 
1.17De 
1.11My 
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1.31Je 
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Transit Companies 
Baltimore Transit 
Cincinnati Transit 
Dallas Transit 

Fifth Ave. Coach Lines .. 
Greyhound Corp. ....... 
Los Angeles Transit .... 
Nat. City Lines 

Niagara Frontier Trans. . 
Phila. Transit 

Rochester Transit 
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Water Companies 

Holding Companies 
American Water Works . 
Operating Companies 
Bridgeport Hydraulic ... 
Calif. Water Service .... 
Elizabethtown Water ... 
Hackensack Water 
Indianapolis Water 
Jamaica Water 
New Haven Water 
Ohio Water Service .. 
Phila. & Sub. Water .... 
Plainfield Un. Water ... 
San Jose Water 
Scranton-Springbrook .. 
Southern Calif. Water .. 
W. Va. Water Service .. 
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A—American Stock Exchange. O—Over-counter or out-of-town exchange. S—New York Stock Ex- 
change. Ja—January; F—February; Ma—March; Ap—April; My—May; Je—June; Ju—July; Au—Av- 
gust; Se—September; Oc—October; N—November; De—December. (e)—Also paid 5 per cent stock divi- 
dend December 1, 1956. (i)—Paid 2 per cent stock dividend December 10, 1956. (j)—Paid 10 per cent 
stock dividend November 21, 1956. (k)—Paid 3 per cent stock dividend December 19, 1956. (1)—One share 
of Pacific Northwest Pipeline for 70 shares held. (m)—Paid 10 per cent stock dividend January 2, 1957. 
(o)—Forty per cent stock dividend paid June 14, 1957. NC—Not comparable. NA—Not available. 
D—Deficit 1951. *On average shares. **1951 was an abnormally bad year. #—Adjusted to eliminate 37 cents 
per share of nonrecurring tax savings. 
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What Others Think 


The Multiple Attack on Electric Utilities 


HE heavy attack currently being 

mounted on the investor-owned utili- 
ties by the government power bloc had its 
immediate origin in the granting of certifi- 
cates of accelerated amortization to the 
Idaho Power Company, which were later 
voluntarily relinquished. 

The proponents of government power, 
having lost their battle successively before 
the Federal Power Commission, the Su- 
preme Court, and, seemingly, in Congress, 
came to the conclusion that their waning 
hopes of building a high-level federal dam 
at Hell’s Canyon could only be sustained 
through the all-too-transparent device of 
raising the cry of “giveaway” against 
Idaho Power. - 

While the principal line of attack has 
obviously been the so-called “giveaway” 
of accelerated amortization, three other 
important diversionary attacks have de- 
veloped : 


First, the so-called payment of divi- 
dends out of “capital” resulting from 
the use of these certificates. Second, the 
acquisition of properties—especially 
REA’s and municipalities—during the 
pendency of the certificate of amortiza- 
tion. Third, with respect to improved 
charging of advertising expenditures of 
electric utilities. 


J 


The Questionnaire on “Tax-free’ 
Dividends 


Oo of three investigations by the Fed- 
eral Power Commission seems to in- 
clude some political overtones, bearing in 
mind that the commission was virtually 
thrust into these probes by the partisan 
majority of a Senate committee. 

This letter, addressed to all class A and 
B investor-owned electric utilities, said in 
part : “The commission has been requested 
by a committee of the United States Sen- 
ate to obtain certain information relative 
to dividends paid by the electric utilities 
which are exempt, in whole or in part,* 
from payment of federal incomes taxes 
by the recipient.” And “. . . whether the 
effects of accelerated amortization or lib- 
eralized depreciation may have been an im- 
portant contributing factor.” 

In the letter itself there is a sprinkling 
of such words as “exempt,” “exemptions,” 
“tax-free status,” and other words which, 
if not properly understood, are likely to be 
misleading. The fact is that these divi- 
dends are‘not exempt from taxation. The 
taxes are merely deferred. 

The so-called “tax-free” dividends 
arise from the fact that the Treasury con- 
siders them to be a return of capital rather 


1Ttalics supplied. 
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than earnings. The reason why it is a re- 
turn of capital is that a company which 
taxes accelerated amortization would have 
its retained earnings and profits reduced 
toa point where dividend payments may be 
in excess of such retained earnings and 
profits, and, as stated previously, for tax 
purposes only the Treasury deems that this 
is a return of capital. 


[ should be clearly understood, however, 

that from the conventional accounting 
standards these earnings have been fully 
earned and in no sense, therefore, can it 
be considered that the company is depleting 
its assets. 

The fact of the matter is that the fed- 
eral government merely defers the taxes 
until such time as the sum of the dividends 
on which taxes were deferred exceeds the 
cost of the stock when all subsequent dis- 
tributions not out of earnings received by 
the shareholder will be taxed at a capital 
gains rate of 25 per cent. Similarly, a 
capital gains tax will be paid when the 
security is sold, not on the difference be- 
tween the price at which the security was 
acquired and subsequently was sold but on 
the difference between the selling price on 
the one hand and zero cost on the other. 

To give a simple illustration: Suppose 
an individual purchases a share costing 
$10 which, in twelve years, pays $12 in 
dividends deemed not to be out of earn- 
ings and profits. Ten dollars of the $12 
will be used to reduce the cost of the stock 
to zero while the additional $2 will be 
taxed at a capital gains rate of 25 per cent. 
In all subsequent years all the dividends, 
assuming they are also not paid out of 
earnings and profits, will be taxed at 25 
per cent. Suppose an individual wants to 
dispose of a stock which now stands in the 
market at $20 and where the payment of 
dividends have all been out of earnings 
and profits, then the capital gains rate 
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would be applied to the difference between 
the $20 and the $10 cost which results in 
a tax payment of $2.50. However, in the 
example mentioned above, the capital gains 
that would have to be paid would be based 
on the difference at $20, and zero the tax 
return would be $5, or twice as much as 
in the previous example. 


The Problem of Accelerated Amortization 


order to have an understanding of the 

economic principles which underlie the 
deferral of taxes arising from accelerated 
amortization, the following must be firmly 
kept in mind: One dollar received today 
has a present value of only one dollar. 

If the holder elects to invest the dollar 
at 6 per cent interest, compounded annual- 
ly, it will double in amount in twelve years’ 
time. This is the holder’s compensation for 
the fact that he has relinquished his right 
to the use of the dollar during the 12-year 
period. 

To ascribe to a dollar held today a value 
of $2 is, of course, nonsensical. By merely 
stretching out the period and the imputed 
return, it is clear that, by this method, any 
sum can be arrived at. Just as another ex- 
ample: 

A man could take four quarters 
to the bank and say that these four quar- 
ters—if compounded annually at 6 per 
cent—would be equal to $18.24 in fifty 
years and would the bank please credit his 
account with that amount. The reaction of 
any bank to such a proposal can be well 
imagined. 

With respect to accelerated amortization 
itself, it should be noted that the maximum 
that any taxpayer could receive in the way 
of benefits on, say $1 million of certified 
facilities, is $520,000. However, as a prac- 
tical matter, it is considerably less because 
under accelerated amortization, assuming 
a continuation of a tax rate of 52 per cent, 
the maximum credit that he can receive 
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annually is $104,000 at the end of each of 
the succeeding five years. 


HESE amounts are further reduced by 

the fact that each successive amount 

of $104,000 is worth less today because of 
the remoteness of its availability. Thus, 
while the first $104,000 is worth approxi- 
mately $99,000, the second amount of 
$104,000, which would be received twenty- 
four months hence, is worth only $92,600, 
and so on until the fifth and final amount 
of $104,000 is worth $77,700. The five 
successive tax credits of $104,000 each 
have a combined present value, when dis- 
counted at 6 per cent per annum, of 
$438,000. ; 
Assuming now, for a moment, a com- 
pany which uses straight-line depreciation 
for a property having, say, a 20-year life, 
then the tax credit would be worth $26,- 
000 today. However, the same tax credit 
of $26,000 twelve months hence would 


only be worth $24,518, while two years 
hence its worth is only $23,140 and twenty 
years from now today’s worth of that 
$26,000 is only $8,112. The sum of these 
twenty annuities would then be worth 
$298,194 as compared to the $438,048 of 
present worth under accelerated amortiza- 
tion. In other words, the advantage of the 
accelerated amortization to a utility over 
conventional depreciation is the difference 
between the two, or $139,854. 

The tabulation shown below details 
the actual figures used in computing the 
present worth of the deferral. 


C is important to note that the foregoing 
deferral is the worth to a utility. The 
cost to the government is, of course, much 
less since it can borrow money at 34 per 
cent and not the 6 per cent rate which is 
an assumed over-all cost of capital to a 
private utility. 

Using a discount rate of 34 per cent, 


& 


PRESENT WORTH OF ACCELERATED AMORTIZATION 
$1,000,000—Present Value 6% 


Accelerated 
Amortization 

Present Annual Present 
Value Factor Amount Worth 
.943 $104,000 $ 98,072 
890 104,000 92,560 
840 104,000 87,360 
792 104,000 82,368 
747 104,000 77,688 
705 _ 
665 
627 
592 
558 
527 
497 
.469 
442 
417 
394 
Al 
350 
331 
312 


Total 11.469 $520,000 $438,048 
Present worth of accelerated amortization $438,048-$298, 194—$139,854 
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Straight Line 

Annual Present 
Amount Worth 
$ 26,000 $ 24,518 
23,140 

21,840 

20,592 

19,422 

18,330 

17,290 

16,302 
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and making a comparison similar to the 
one used in the foregoing tabulation, it 
will be seen that the cost to the government 
of the deferral is only $100,043 on the $1 
million of certified facilities. 

However, a true comparison is one 
which will consider the above cost to the 
government with the cost of the govern- 
ment constructing a million-dollar facility 
plus the loss in taxes over a period of 
twenty years which it would normally re- 
ceive had this facility been operated by 
private enterprise. The historical rate of 
taxes, in terms of gross plant investment, 
has been approximately 3 per cent. The 
government would then have to expend 
$1 million for the construction of the plant 
plus twenty payments of taxes aggregat- 
ing $600,000. 

Taking into account the deferral of 
taxes for the first five years and then the 
subsequent repayments of the normal 
taxes plus those amounts deferred earlier, 
the present value of this loss has been cal- 
culated at $500,000. The government, in 
addition, will have to make a capital ex- 
penditure of $1 million for the facility. 
The total cost to the government of operat- 
ing this facility will then be $1.5 million. 

Deducting from this amount the loss 
of $100,043, the net loss to the govern- 
ment of constructing and operating its 
own facilities is approximately $1.4 mil- 
lion as compared to the operation of such 
a facility by private enterprise. 


The Propaganda Questionnaire 


Finally, as to the propaganda ques- 
tionnaire which the Federal Power 
Commission sent out, specifically two 
booklets were involved: One was “Turn 
on the Light,” for which fifty-eight re- 
porting companies spent less than $24,000, 
while the second, “The Federal Power 
Program, Its Background, Growth and 
Consequences” cost five companies in the 
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Rocky Mountain area approximately $4,- 
500. Both booklets dealt generally with 
the tremendous growth of federally owned 
power projects, the tax advantage which 
they enjoy over private utilities and the 
discrimination involved in the preference 
clause. 

The FPC made the point that these ex- 
penditures were of a political nature, de- 
signed to influence public officials in favor 
of private power and that, consequently, 
they should have been charged against the 
stockholder rather than as an operating 
expense which, presumably, would be re- 
flected in the rates of the company. The 
implication was, of course, that it was 
the ratepayer that underwrote these propa- 
ganda expenses. 

A valid alternative interpretation, it 
would seem, is that these booklets were 
for the purpose of protecting the property 
of a utility from unfair competition. 

It is difficult to see what the difference 
is between that and hiring guards to pro- 
tect the physical property of a company 
against malicious mischief, civil disturb- 
ance, riots, and the like. 


| piney analogy would, of course, be 
legal services, which are a good 
“above-the-line” expense, and which have 
been incurred for the purpose of fighting 
unfair competition, or in condemnation 
proceedings, or, in fact, in any situation 
where the stockholder’s equity could be en- 
dangered. It could certainly be argued that 
the legal services involved in rate case pro- 
ceedings are of direct benefit to stock- 
holders only and, hence, should be disal- 
lowed. 

Under this kind of a theory, all legiti- 
mate business expenses could be made sus- 
pect as not being properly chargeable to 
the ratepayer since they only benefit the 
stockholder. 

As to the rate-making aspect of these 
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“HELP! OUR BREEDER-TYPE REACTOR IS BREEDING!” 


expenditures, even the FPC pointed out 
that they were so minute that even in those 
cases where companies included them as 
costs for rate making there could not have 
been any possible increase in rates. In other 
words, in actual fact, it was not the rate- 
payer who bore these expenses but the 
stockholder. 


The Questionnaire on Property 
Acquisitions 
' I ‘HE second of the three questionnaires 
of the FPC was a request from com- 
panies having amortization certificates as 


to “.. . whether your company, subsequent 
to completion of construction of any certi- 
fied facility has acquired any utility prop- 
erties from another operating utility either 
public or private.” 

The inference that can be drawn from 
this request is that presumably the com- 
panies use the cash obtained from the tax 
deferral not for the construction of a 
specified emergency facility but to expand 
their operating territories, particularly at 
the expense of government power. 

The other inference is, of course, that 
the electric utilities divert the so-called 
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“interest-free” funds granted to them by 
the government to absorb public power 
systems on which they in turn would earn 
a return. 

If the investor-owned electric utility had 
acquired, in isolated cases, other electric 
facilities (including government power 
ones) then the only way they could have 
done it was by raising additional funds in 
the money market. There is no other way 
of doing it, since, as anyone who is famil- 


iar with utility economics will know, the in- 
dustry does not generate enough cash 
internally to acquire anything but minor 
additions to its property. 

In addition, it assumes that there is no 
policing either by the Office of Defense 
Mobilization, the Department of the Inte- 
rior, or the Federal Power Commission 
of the construction undertaken under these 
certificates. 

—JosHuUA ADAMS 





Atomic Reactor Program 


a debate in Congress over 1958 ap- 
propriations for the Atomic Energy 
Commission’s domestic atomic reactor 
program indicates that, regardless of what 
happens this year, the government versus 
private power controversy is likely to dom- 
inate policy considerations in this area for 
some time to come. Last year, government 
power advocates failed to put over the 
Gore-Holifield Bill which would have di- 
rected federal development of large-scale 
atomic reactors for the peacetime use of 
atomic energy. This year, a modified ver- 
sion of the Gore-Holified proposal was 
written into the AEC appropriation bill, 
over the determined opposition of Republi- 
can members of the Joint Committee on 
Atomic Energy. At this writing, there 
was a fair chance that administration sup- 
porters in Congress would be able to elimi- 
nate provisions in the bill which it regards 
as objectionable. But whether or not the 
attempt is successful, one thing seems 
clear: There will be no letup on the part 
of the government power bloc to assure 
larger government participation and con- 
trol of the domestic development of atom- 
ic energy. 

The division of opinion in Congress was 
most recently illustrated by the majority 
and minority reports of the Joint Com- 
mittee on Atomic Energy. The majority 
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on the committee succeeded in adding to 
AEC requests for the coming year an ad- 
ditional $58 million. The money would 
be used to (1) build a $40 million gas- 
cooled reactor which the AEC insists is 
unnecessary; (2) authorize $3 million for 
a design study of a production reactor for 
special nuclear materials; (3) provide 
funds ($15 million) for a start on a plu- 
tonium pilot reactor. In addition, the ma- 
jority would direct the AEC to enter into 
“Shippingport”-type arrangements with 
co-operatives and publicly owned agencies. 
In justification of its action, the com- 
mittee majority stated, in language remi- 
niscent of the Gore-Holifield Bill: 


The Joint Committee over the years 
has not been satisfied that the AEC has 
been making sufficient progress in the 
development of prototype power reac- 
tors to test and demonstrate the prac- 
tical problems of achieving economic 
nuclear power... . 

It has been the committee’s long-held 
view that, in addition to encouragement 
of private participation in the atomic 
power development program, consider- 
able effort is also required by the gov- 
ernment acting through contractors in 
the development and construction of 
pilot and prototype reactors. . . . 
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—- wholly in accord with pro- 
viding authorization for appropria- 
tion of the funds necessary to maintain 
an energetic atomic energy program, both 
for military and peacetime purposes, a mi- 
nority on the Joint Committee, all mem- 
bers of the House, indicated sharp disa- 
greement with changes made this year by 
the majority. The minority report stated: 


In general, we feel that the modifica- 
tions will result in expensive and un- 
necessary government reactor construc- 
tion, involving the expenditure of $58 
million, neither requested by the Atomic 
Energy Commission nor approved by 
the Bureau of the Budget. They are 
designed to promote the growth of pub- 
lic power and to hinder development of 
atomic power by our traditional re- 
sources of private industry. 


The amendments made by the majority 
on the Joint Committee, said the dissent- 
ers, obviously have one main purpose. 
“Together they are, in an even more ob- 
jectionable form, the substance of the 
Gore-Holifield Bill of last year. While 
the Gore-Holifield Bill provided general 
lines for the acceleration of the atomic 
energy reactor program, this bill would 
set forth specific projects which § 110 (a) 
would make it mandatory that the com- 
mission build. This does not even leave 
it to the discretion of the commission to 
fit the statutory requirements into the pro- 
gram of the commission—technically, ad- 
ministratively, or legally. This is public 
power advocacy run rampant.” 

The new bill, if approved by Congress, 
calls for complete federal ownership of 
five reactors submitted by government 
power groups. These would be federal 
projects, with all risks to the utility op- 
erator removed. The minority accused the 
majority of trying to “blackjack” the com- 
mission into accepting the public power 


theories of some portions of the bill by 
tying federal projects into the program 
desired by the commission which every- 
one regards as essential to national de- 
fense and security. The minority stated 
flatly that the committee report on the 
AEC program to date, together with its 
conclusions and recommendations, ‘“ex- 
hibit a strong bias in favor of public pow- 
er, government ownership, and Social- 
ism.” 


i d- minority reserved its sharpest crit- 
icism for that section of the bill which 
would authorize and direct the AEC to 
enter into “Shippingport”’-type of arrange-- 
ments with co-operatives and publicly 
owned agencies. 

Said the minority : 


. . . This means that the full burden 
of the development of power plants for 
the co-operatives would fall upon the 
Atomic Energy Commission and that 
the arrangements which are presently 
under negotiation and study with the 
co-operatives would be abandoned. The 
arrangement is such that the commission 
would pay for the construction and op- 
eration of the reactor and sell the steam 
to the co-operative or publicly owned 
agency at the conventional cost of 
steam. This is, indeed, a great prefer- 
ence for the co-operatives and publicly 
owned agencies. Once this section has 
been enacted into law the gates would 
be open to demands for similar treat- 
ment from all other co-operatives and 
publicly owned agencies. 

The Shippingport project, which pro- 
vided for federal financing and opera- 
tion, was set up before the Atomic En- 
ergy Act was amended in 1954 to per- 
mit private ownership of reactors. To 
revert to a federally controlled atomic 
power program is a step backward— 
not forward. It is a big, fateful step, 
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and it may be difficult to turn around 
and start walking in the right direction 
again after the mistake has been real- 
ized. 

While others differed with our views, 
we tried to see that the Atomic Energy 
Act of 1954 was so drafted that the 
commission, in dealing with private, 
publicly, and co-operatively owned 
bodies, acted without favor. As orig- 
inally drafted the act tried meticulously 
to keep the commission from getting 
into the private power-public power bat- 
tle. It tried to treat all prospective li- 
censees alike—without favor or bias. 
Some preferences, both on licensing and 
on sale of excess power, were written 
into the act. We do not believe that 
those preferences should now be extend- 
ed in the way contemplated by this sec- 
tion, even on the excuse of “bailing 
out” the co-operatives. Section 273 of 
the act was inserted on the floor to be 
sure that in its licensing functions the 
Atomic Energy Commission would treat 
public agencies the same as any private 
utility. The public agency should ob- 
tain its financing through its own chan- 
nels. Saying that the money for public 
agencies which are owned by the United 
States all comes out of one pocket any- 
way is a quick statement that immedi- 
ately puts the Atomic Energy Commis- 
sion into public power production. 
Thus, with all of its responsibilities in 
weapons and research, the commission 
should not also take on the responsi- 
bility of constructing and operating re- 
actors in this fashion. 

This bill and the committee report 
indicate a strong preference for public 
power, and a bias against private in- 
dustry. 


eng to the minority, all the moves 
which were combined in the bill this 
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year indicate a desire to encourage gov- 
ernment power and to discourage to the 
greatest possible extent the participation 
of private companies in the power field. 
As an example, the minority contrasted 
the $58 million added to the bill with lim- 
itations placed on the third round of the 
AEC reactor program and the attempted 
cut of the Power Reactor Development 
Company contract. Taken together with 
the sums submitted by the AEC for au- 
thorization, the bill provides a mere $35 
million for private assistance as compared 
to between $200 and $300 million for pub- 
licly or co-operatively owned reactors. 
Said the minority report: 


Add to these facts the new provisions 
of § 111 (b) by which the new co-op- 
erative arrangements are required to 
come up before the Joint Committee for 
forty-five days. Add to these the stated 
desire of some of the committee mem- 
bers to “save” the negotiations with the 
co-operatives while slashing the PRDC 
contract and the third round. Add to 
these the requirement . . . that the equip- 
ment manufacturers shall negotiate di- 
rectly with the commission when inter- 
ested in making an arrangement with 
a co-operatively or publicly owned pow- 
er body. The total is solely that the 
privately owned reactor has been as ef- 
fectively eliminated as if it had been 
wiped out of the Atomic Energy Act 
of 1954. This is our estimate of the 
present status of the atomic energy in- 
dustry as a result of this bill. The effect 
of the attempted PRDC cut will be felt 
long after every other item in the bill 
is forgotten. 


pong up its views of the atomic en- 
ergy program, the minority members 
stated that the entire purpose of the ap- 
proach taken by the committee to speed 
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construction of atomic reactors should be 
viewed in the light of finding the proper 
way and the proper atmosphere for cre- 
ating an industry to serve privately, co- 
operatively, and publicly owned bodies 
alike, if the proper framework for this is 
for the Congress to consider an outright 
subsidy for the construction and operation 
of privately owned reactors. The minority 
thinks that the subsidy approach would be 
especially welcome to the Congress since 
it would mean that Congress would see 
that there are more reactors built for each 
dollar of the taxpayer’s money. 


“There are other ways of fostering the 
atomic industry without having the gov- 
ernment enter into all of the expensive 
construction and operations envisaged by 
this bill. There are other ways which ap- 
pear to foster more reactor technology 
for the taxpayer’s dollar. The alternates 
should have been thoroughly studied at 
a time when Congress is most interested 
in economy. They were not.” The result, 
said the minority, is that under the bill the 
encouragement that was given to private 
industry by the Atomic Energy Act of 
1954 is now almost completely wiped out. 
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Trends in Urban Transit 


a states this year have enacted legis- 
lation to provide tax relief for finan- 
cially hard-pressed city transit companies. 
The states include Iowa, Maine, Minne- 
sota, North Carolina, Ohio, Oklahoma, 
Rhode Island, Vermont, Washington, and 
West Virginia. Similar bills in three states 
—lIllinois, Michigan, and Pennsylvania— 
were vetoed by the governors. 

The following are some of the high 
lights in this year’s developments with re- 
spect to state legislation affecting urban 
transit financing and operations: 

In California, the state legislature en- 
acted a law providing for the creation of 
a seven-member Los Angeles Metropoli- 
tan Transit Authority with power to issue 
revenue bonds for the purchase of existing 
transportation facilities or to develop new 
ones. The authority is also empowered to 
operate outside the regulations of the state 
public utilities commission. 

The authority proposes to issue $45 
million in revenue bonds to purchase the 
Metropolitan Coach Lines and the Los 
Angeles Transit Lines and to set up op- 
erating capital. If, through consolidation 
and tax write-offs, this system can be 
placed on a profitable basis, additional rev- 
enue bonds will be issued to expand the 
scope of the system, probably by rail. 

Other California legislative enactments 
included a bill exempting bus and streetcar 
companies under the jurisdiction of the 
state public utilities commission from a 
requirement that they provide a sufficient 
number of vehicles to serve passengers, 
provide each passenger with a seat, and 
not overload the vehicle. Also turned down 
was a bill to finance mass rapid transit 
systems out of city and county gasoline 
tax refunds. 

In Georgia, Governor Griffin has an- 
nounced that he will name a special state 
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legislative study committee to seek a solu- 
tion to the transit industry’s financial 
problems. 


Pages Stratton of Illinois vetoed 
a bill which would have exempted 
down-state bus companies from the 5-cent 
state tax on motor fuel. “The motor fuel 
tax,” said the governor, “is imposed upon 
the privilege of using the highways of this 
state. Any privately owned transportation 
company is certainly a beneficiary of a tax 
which is levied and expended for the con- 
struction of highways and their mainte- 
nance. This bill would exclude a class of 
highway users from the tax, and I am 
informed that there is some question as 
to its constitutionality. In addition, I am 
of the opinion that it would be undesir- 
able to allow further exclusions.” 

When the bill was before the legisla- 
ture, it was estimated that exempting the 
bus companies from the tax would cost 
the state about $340,000 a year in motor 
fuel tax revenue. 

Governor Stratton signed legislative 
bills designed to give minor financial as- 
sistance to the Chicago Transit Authority. 
Representing far less in the way of state 
subsidization than had been sought by the 
authority’s officials, the bill will exempt 
the authority from paying the use and 
consumption tax on electricity ; permit the 
city of Chicago to relieve the authority of 
various charges including snow removal ;. 
and amend the Metropolitan Transit Au- 
thority law to make the metropolitan area 
of Cook county embrace all the territory 
in the county. 

Also signed by Stratton was a measure 
providing for the creation of a mass trans- 
portation commission to study the problem 
in Chicago and its suburbs. 

A bill to permit third-class cities to 
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acquire, own, and operate transportation 
systems within the city and within a six- 
mile radius has been enacted by the Indiana 
legislature. Such acquisition would be 
financed through revenue bonds. 

The Iowa legislature enacted a measure, 
over the veto of the governor, which 
grants tax relief to urban transit com- 
panies. The new law eliminates state reg- 
istration fees, which varied from $25 to 
$265 for each bus, and compensation taxes, 
which varied from $75 to $250 for each 
bus. These are replaced by a flat $25 an- 
nual fee for each bus. The measure also 
exempts transit firms from the state gaso- 
line tax on fuel used by buses within cities, 
and eliminates local gross receipts or fran- 
chise taxes on transit companies. 


_ reducing bus registration fees and 
permitting municipalities to exempt 
urban bus companies from local excise 
taxes were passed by the Maine legisla- 
ture. But the legislature rejected another 
bill which would have refunded to local 
bus companies 6 cents of the 7-cent state 
gasoline tax. 

In Maryland, the state legislature failed 
to enact proposed state enabling legisla- 
tion for a $25 million city bond issue for 
municipal acquisition and operation of the 
facilities of the Baltimore Transit Com- 
pany. The bill was backed by Baltimore’s 
Mayor D’Alesandro. The legislature also 
rejected a proposal by Baltimore City 
Comptroller R. Walter Graham for public 
ownership of the city’s mass transportation 
system through the creation of a five-mem- 
ber authority which would have issued self- 
liquidating revenue bonds. This proposed 
authority also would have had full con- 
trol over traffic and parking in the city. 

The Maryland senate adopted a resolu- 
tion calling for a study of the Baltimore 
transit problem by a legislative commit- 
tee. 


The Massachusetts legislature adopted 
a measure providing for the creation of a 
commission to study proposed extension 
of Boston Metropolitan Transit Authority 
service in the transit district, comprising 
Boston and 13 neighboring cities and 
towns. The commission also will investi- 
gate transportation facilities generally in 
the Boston metropolitan area. Another ap- 
proved measure authorizes the transit au- 
thority to issue up to $4 million in bonds 
to purchase rapid transit stock. 

The legislature failed to approve a 
study commission’s recommendation that * 
if the operating ratio of transit companies 
goes above 93 per cent, the state tax com- 
missioner should rebate taxes on motor 
tuels. 

The proposal would have authorized 
local assessors to abate motor vehicle 
taxes in whole or part, under such a cir- 
cumstance, and the proposed rebates and 
abatements would not have been allowed 
to bring the operating ratio down to less 
than 93 per cent. 


Bi gagecsy Williams of Michigan vetoed 
a bill which would have provided 
tax relief for local bus companies. The 
measure provided that when profits of 
local bus companies drop below 6.5 per 
cent of operating revenues, the state could 
refund part of the gasoline and weight 
taxes paid by the companies. The bill was 
limited to a two-year trial period. Wil- 
liams vetoed the bill on the ground that 
it violated a state constitutional require- 
ment that taxes “shall be uniform upon 
the classes upon which they operate.” 
Other objections were directed at the 
procedures authorized by the bill. The 
governor said they would be subject to 
abuse without effective control. 

The Michigan governor nevertheless 
expressed sympathy for the plight of bus 
companies, indicating possible remedial 
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legislation in the future. Said the gover- 
nor: 


That the mass transportation indus- 
try is desperately in need of help is 
beyond dispute. In Michigan, and 
throughout the nation, people have 
turned more and more to alternative 
forms of transportation. The result: 
The bus industry, while offering a vital- 
ly needed public service, is for the most 
part being driven to the financial wall. 
In face of the admitted need for pre- 
serving mass transportation facilities in 
those areas now serviced only by pri- 
vately owned bus companies, it is most 
unfortunate that the mechanics incor- 
porated in the . . . bill cannot be ap- 
proved. I have no doubt that the attor- 
ney general is ready to work with rep- 
resentatives of the industry in an at- 
tempt to find a constitutional and ac- 
ceptable method for furthering the ob- 
jectives in the minds of the sponsors of 
the bill; namely, the preservation of a 
public utility upon which our low income 
groups must depend for their mobility. 
If such a method can be found, you may 
be sure it will have my earnest consid- 
eration. 


HE Minnesota legislature enacted a 
bill lowering the annual state regis- 
tration fee for urban buses to $25 per vehi- 
cle. Minnesota urban bus registration fees 
have ranged from $25 on a bus weighing 
6,000 pounds to $170 on a bus weighing 
28,000 pounds, subject toa reduction after 
the fourth year of 20 per cent of the tax, 
a reduction of 40 per cent after the seventh 
year, and 60 per cent after the tenth year. 
A bill enacted by the Montana legisla- 
ture increased from three-quarters of a 
mill to 14 mills the levy which cities may 
impose to take over bus lines operating 
within eight miles of their limits. 
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- In Nebraska, a bill was enacted to per- 
mit Omaha voters to create a Metropoli- 
tan Transit Authority, which could buy 
the privately owned Omaha Transit Au- 
thority either by negotiation or condemna- 
tion. The authority would be empowered 
to levy a property tax not to exceed $1 
on each $1,000 of assessed valuation. Un- 
der the bill, the proposal for the creation 
of such an authority could be submitted to 
the voters by the Omaha city council or 
by petitions. 

Relief for New Hampshire-owned bus 
companies, in the form of a special $10 
registration fee for buses, failed to win 
the approval of the state legislature. 

The North Carolina legislature enacted 
a bill giving biennial tax relief of $100,- 
000 to city bus lines and $182,000 to inter- 
city bus lines. 

The Ohio legislature reduced the license 
fees for transit buses to $10 from an aver- 
age of $300 per bus. 

The Oklahoma legislature passed a 
measure reducing bus license fees for 
intracity transportation systems. 


Ppienei Leader of Pennsylvania 
vetoed a bill which would have sharp- 
ly reduced bus registration fees. He ob- 
jected that it would cost the state more 
than $500,000 a year in revenues needed 
for highway construction. 

“We cannot maintain the solvency of 
the motor vehicle fund if we persist in 
increasing demands upon it while simul- 
taneously reducing the revenues which 
sustain the fund,” the governor declared. 
“T recognize,” he added, “that a number 
of the companies operating municipal bus 
lines have experienced diminished earn- 
ing power as a result of the reduced de- 
mand for bus service. This bill, however, 
would result in revenue losses exceeding 
$1 million over the next two years at a 
time when such revenues are urgently 
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needed to finance an expanded highway 
program.” 

Pennsylvania’s annual bus registration 
fees now range from $25 for small buses 
to $300 for buses with a 44-passenger ca- 
pacity. Under the vetoed measure, the fees 
would have ranged from $25 to $150. As 
originally introduced, the bill called for a 
flat $1 annual registration fee for all 
buses operating within the limits of any 
city “in order to assist municipal and local 
transportation companies.” 

The Rhode Island legislature enacted a 
bill relieving the United Transit Company 
of Providence of an annual state tax im- 
posed for operation of a street railway. 
The new law amends the language of the 
utility’s charter by specifying that the 
company is not now or ever wil! be in the 
business of operating a street railway. Be- 
fore 1949, when the company was known 
as the United Electric Railways Company, 
it ceased to operate street railways and 
abandoned street railway operations with- 
out intention of resuming them. It con- 
tinued, however, to pay the state a tax of 
1} per cent of gross revenue imposed upon 
it as the operator of a street railway. The 
tax amounted to nearly $100,000. 

A bill was enacted by the Texas legisla- 
ture to permit all home-rule cities to is- 
sue revenue bonds to acquire and operate 
urban bus systems. Under the bill, a city 


council could pass an ordinance to take 
over a transit company, provided it gave 
published notice of its intention fourteen 
days in advance. However, if 10 per cent 
of the area’s voters objected by petition, 
an election would be required before the 
city’s action became final. 


6 in Vermont legislature approved a 
measure cutting registration fees for 
buses used in local transit service to $30 
a year for the next two years. The reduc- 
tion will apply to all local buses traveling 
not more than 10 miles beyond the bound- 
aries of a city or town. The Vermont reg- 
istration fee for all passenger buses has 
been estimated heretofore on the weight 
of the bus and its passenger capacity. 

A bill enacted by the Washington legis- 
lature exempts public and private urban 
bus systems from payment of state gaso- 
line and other motor vehicle fuel taxes 
during the 1957-59 fiscal biennium. 

Some tax relief for bus companies was 
provided by the West Virginia legislature 
through the enactment of a bill abolishing 
the seat-mile tax. Although bus registra- 
tion fees were raised by the same bill, 
which went into effect July Ist, the in- 
crease is an estimated $135,000 short of 
offsetting the tax repeal. The new law ap- 
plies to buses operated under state public 
service commission regulation. 





oe is a very real danger of dealing with bigness arbi- 
trarily, of assuming that the rules and attitudes of 1900 
necessarily apply to the economy of 1957 and, more significantly, 
will apply to the economy of 1977 and 1997. To be arbitrary in 
these matters may only be to promote stagnation. 

“For the time being, the value of raising this question is that tt 
cuts through the clichés of those to whom bigness has become a 
shibboleth. Whatever the future organization of American indus- 
try, it will be well to have it based on economic realities and not 
on the economic emotions of politicians.” 
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—EDITORIAL STATEMENT, 
The Wall Street Journal. 
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Gas Rate Hike Opposed 


— gas distributors and public 
utility commissions in the Inter- 
mountain and Northwest regions early this 
month started voicing opposition to Pa- 
cific Northwest Pipeline Corporation’s pe- 
tition for a rate increase. Pacific North- 
west recently announced it had filed a pe- 
tition with the Federal Power Commission 
at Washington, D. C., for a $5.5 million 
a year rate increase. The firm serves Colo- 
rado, Utah, Idaho, Oregon, and Wash- 
ington. 

Pacific Northwest told the Association 
of Washington Gas Utilities that the $5.5 
million represents a 17 per cent increase 
over present rates. It said its revenues have 
not come up to expectations and the in- 
crease is needed to bring an adequate re- 
turn on its investment. 


The March of 
Events 


The Washington State Public Service 
Commission and the association both said 
they would oppose any rate increase. In- 
termountain Gas Company, Boise, Idaho, 
said it would “intervene vigorously.” 

The Spokane Natural Gas Company re- 
cently petitioned the Washington State 
Public Service Commission for permission 
to increase rates to consumers. Similar 
action was taken by four other natural gas 
firms operating in Washington. The fil- 
ings were reported to be a reflection of 
Pacific Northwest’s petition to the FPC 
for a rate increase. The other four com- 
panies asking for rate increases are the 
Pacific Natural Gas Company, Cascade 
Natural Gas Corporation, and the Wash- 
ington Natural Gas Company, all of Seat- 
tle; and the Portland Gas & Coke Com- 
pany, Portland, Oregon. 


California 


Phone Rate Increase Asked 


oe for increases in some of its 
intrastate rates was filed with the 
state public utilities commission on August 
7th by the Pacific Telephone & Telegraph 
Company. A company spokesman said the 
proposed higher rates would net the utility 
less than $14 million after income taxes. 

Although not asking for a boost in in- 
dividual and party-line rates, the telephone 


AUGUST 29, 1957 


company petitioned for: (1) the addition 
of one message unit to most calls beyond 
eight miles; (2) a boost in the cost of 
person-to-person calls within the state, 
which would vary from 5 cents over short 
distances to 40 cents over long distances; 
(3) new service connection charges; (4) 
message rate business and semipublic coin- 
box extensions and telephones served by 
private branch exchanges would be in- 
creased from $1 to $1.25 a month. 





THE MARCH OF EVENTS 


Michigan 


Refund Opens Door to New 
Heat Customers 
gene to refund more than $4 mil- 

lion to almost 900,000 gas users, the 
Michigan Consolidated Gas Company also 
opened the door to thousands of new cus- 
tomers. The refund was ordered this 
month by the state public service commis- 
sion at the same time it authorized Con- 
solidated to furnish gas to 80,000 more 
space-heating customers. 

A Consolidated spokesman said that as 
soon as the commission’s order was re- 


ceived, the company would notify persons 
who have space-heating requests on file 
that gas now is available. 

The spokesman said also that distribu- 
tion of refund checks should start in about 
two months. He said the average heating 
customer should receive between $6 and 
$11, and those using gas only for cooking 
and hot water between 70 cents and $1.90. 

The refunds cover the period from Fcb- 
ruary 20, 1952, to May 1, 1954, and were 
ordered as the result of a case involving 
Panhandle Eastern Pipe Line Company. 


Minnesota 


Gas Rate Increase Asked 


HE St. Paul city council has been 

asked by Northern States Power 
Company for permission to increase its 
gas rates in that city by about 75 cents a 
month for the average residential con- 
sumer. The company said the increase 
was needed to offset higher wholesale cost 
of gas brought to the city by pipeline. It 
proposes, however, to delay the effective 
date of such a boost to next February 25th 


to enable customers to share in a refund 
made to the company by its supplier, 
Northern Natural Gas Company. 

If granted, the increase also would ap- 
ply to suburbs in the St. Paul division. 
Council approval is necessary in St. Paul 
for such an increase but not in the other 
municipalities affected. The council re- 
ferred the request to the city public util- 
ities department for study and recommen- 
dations. 


Nebraska 


NPPS Changes Rate Tables 
At participating Nebraska Public Pow- 
er System customers this month re- 
ceived notice of termination of so-called 
“cost-of-service” rate schedules. 
Twenty-six rural customers of NPPA 
have completed long-term power supply 
contracts calling for new rates. The re- 


maining customers still being served un- 
der existing rate schedules will be offered 
similar new contracts and rates—to be- 
come effective September 1, 1959. 

The new rates will provide a greater 
return to NPPS and will permit the sys- 
tem to employ more funds for expansion 
and improvements. 


New Hampshire 


Legislature May Be Recalled 


A’ the state legislature adjourned its 
regular 1957 session early this 


month, Governor Dwinell warned he 


might have to call the lawmakers back in- 
to special session to consider public utility 
taxes. 


AUGUST 29, 1957 





PUBLIC UTILITIES FORTNIGHTLY 


The governor said he would call a spe- 
cial session if the Public Service Company 
of New Hampshire wins its current 
court fight against the state’s $550,000-a- 
year franchise tax on electric and gas com- 
panies. 


The state supreme court has under ad- 
visement the case in which the utility com- 
pany is challenging the validity of the tax. 
If the decision favors the company, the 
state would lose more than $1,358,000 
which the utility has paid under protest. 


Oregon 


FPC Extends Time to State 


HE Federal Power Commission re- 
cently granted an extension of time 
so the state of Oregon can oppose an FPC 
examiner’s recommendation that private 
power companies build the Pleasant Val- 
ley and Mountain Sheep dams on the 


Snake river, Public Utilities Commission- 
er Howard Morgan stated. He said the 
commission extended from August 12th 
to September 26th the time for filing ex- 
ceptions. Morgan’s motion for the exten- 
sion was based on the fact that the new 
Democratic state administration is op- 
posed to the examiner’s recommendation. 


Tennessee 


Suit Challenges Reimbursement 
Act 


ie asueciokiaianianirite of a 1957 Tennes- 
see law requiring the state to reim- 
burse public utility companies for the cost 
of moving their facilities when necessitat- 
ed by federal-aid highway construction 
was challenged by a suit filed in Davidson 
county chancery court by the state attorney 
general’s office on August 6th. 

Naming Southern Bell Telephone & Tel- 


egraph Company as defendant, the suit 
was brought on behalf of State Highway 
Commissioner W. M. Leech, who opposed 
the reimbursement measure when it was 
before the state legislature. 

The new act provides for reimburse- 
ment for all utility removals off rights of 
way for interstate highways, including 
city expressways, and for “hardship 
cases” on federal primary, secondary, and 
urban routes. 


Washington 


PUD Plans Dam 


A PLAN to spend about $150 million 
building a hydroelectric power dam 
in the Columbia river eight miles north 
of Richland was announced recently by 
Owen Hurd, manager of the Benton Coun- 
ty Public Utility District. 

Hurd said his PUD commissioners had 
instructed him to ask the Washington pub- 
lic power supply system office to file an 
application with the Federal Power Com- 
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mission to conduct a feasibility study of 
the proposed project. 

He said the proposed dam would be be- 
tween 50 and 55 feet in height and would 
have an installed generator capacity of 
around 400,000 kilowatts with a 200,000- 
kilowatt firm power capacity. He com- 
pared the proposed dam in appearance to 
The Dalles dam, and said it would be some- 
what comparable to Ice Harbor dam being 
constructed on the Snake river. 





Progress 
of 


Regulation 











Trends and Topics 


Service Denial Because of Arrearages of 
Other Member of Family 


A™ for public utility service is a charge against a person (or corpora- 

tion) and not a charge against the premises where service is rendered. 
That is the generally recognized rule except in the case of municipalities which 
may make a charge for municipal plant service a lien on property. Conse- 
quently, members of a household may escape the cut-off penalty by shifting 
the service when a bill is in arrears. 

An example of such evasion of responsibility may be noted in a recent Cali- 
fornia case in which the commission ruled that 2 iclephone company could not 
refuse service on the ground that the applicant’s mother, residing at the same 
address, failed to pay a delinquent bill. Service had been used for the benefit 
of both the mother and the son. Refusal of service to the son was based upon 
the company’s policy of not serving a member of a household when another 
member of the household residing at the same place had an unpaid bill. This 
was an unwritten policy not included in filed tariffs. 

The commission said that authorization of such a rule would permit persons 
through no fault of their own to be responsible for a bill over which they had 
no control. The mother was responsible for the bill and, in the opinion of 
the commission, to permit the son to be denied service until he paid her bill was 
“entirely unwarranted and unjustified” (19 PUR3d 49). 


Service Denial to Husband or Wife 


Early support for this rule is found in a Mississippi court decision, in 1906, 
that a telephone company cannot deny service to a subscriber because of his 
failure to pay an amount due from the subscriber’s wife for the use of another 
telephone (89 Miss 252, 42 So 349). The Nebraska commission also approved 
the rule that a telephone company cannot refuse to render service to a wife 
because of the nonpayment of telephone bills by her husband. The husband 
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had gone into bankruptcy and the commission ruled that the wife was not 
liable for bills incurred in his name. There had been some argument over a 
Nebraska statute making a married woman liable for payment of debts con- 
tracted for necessaries furnished the family. The commission found no au- 
thority for a holding that a telephone is a “necessity furnished the family 
which would make the wife liable for the debt of her husband.” But the com- 
mission ruled that the wife should pay the regular installation charge and the 
advance monthly rental before the company would be required to reconnect 
the telephone (PUR1933E 449). 

The Arkansas supreme court, although adhering to the rule that telephone 
service could not be denied to an applicant for the sole reason that her husband 
owed a bill for phone rental, said that this fact might be considered in determin- 
ing the applicant’s credit rating in so far as such rating would affect the amount 
of deposit required. The applicant for service and her husband had been living 
together in the residence in which the telephone was installed and both could 
use it at will. Tolls could be charged against it by either. There was no evi- 
dence that the wife had ever had a telephone installed in her name and there 
was no evidence that the company had ever had an opportunity to establish 
her credit rating (4 PUR3d 1). 





Review of Current Cases 


FPC Reluctantly Approves Provision 
Restricting Bond Redemption 
as a substantial restriction on the right of 


the company to call the bonds during the 
first five years. But it observed, on the 


he authorizing an issue of 30-year, 5 per 
cent bonds proposed by Black Hills 
Power & Light Company, the Federal 


Power Commission, with some misgivings, 
approved a restrictive provision on the 
right of redemption. The issue, in the 
principal amount of $750,000, would be 
privately placed. A contract of sale had 
been negotiated at a price of 100 per cent 
of the principal amount. Financing fees 
estimated at $15,000 (2 per cent) were 
held to be reasonable. 

The restrictive provision did not abso- 
lutely prohibit redemption but provided 
for a redemption price of about 110 per 
cent during an initial 5-year period. In the 
sixth year the redemption price would fall 
to approximately 104.6 per cent, with 
gradual reductions each year thereafter. 

The commission regarded this provision 
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other hand, that the company was in im- 
mediate need of funds and that the addi- 
tional expense of renegotiating a sale 
would not be warranted in view of the 
small amount of the issue and the contract 
price. 

The commission made it clear, how- 
ever, that while it approved the issue un- 
der the peculiar circumstances of this case, 
it would not in future cases look with 
favor upon restrictions which directly or 
indirectly limit the rights of a utility to 
refund bonds at lower interest rates, or 
which otherwise unreasonably limit the 
right of redemption. Re Black Hills Pow- 
er & Light Co. Docket No. E-6742, May 
P, 1757. 





PROGRESS OF REGULATION 
Noncall Provision at Odds with Federal Power Act 


we sroweonel provisions in bonds are 
contrary to the purposes of the 
Federal Power Act, the Federal Power 
Commission indicated in denying Puget 
Sound Power & Light Company permis- 
sion to include a 5-year noncall feature in 
a newly authorized $20 million issue of 
30-year first mortgage bonds. The com- 
pany contended that present market con- 
ditions would result in a lower interest 
cost for new issues of long-term debt se- 
curities with a noncall feature over those 
without such a provision. It was further 
contended that the call limitation would 
materially enhance the marketability of 
the company’s new issue. 


The applicant failed, however, to make 
an adequate factual showing in support 
of its request. Credit rating, money avail- 
able for investment, and current competi- 
tion for capital are market factors whose 
weight is reflected in the current “hire” 
of money, the commission commented. A 
change in any of these factors would be 
reflected in the hire to be paid by a bor- 
rower. In the case of a regulated indus- 
try, said the commission, the public inter- 
est requires that this hire be stated in such 
a manner as to allow the debtor to take 
advantage of any future fortuitous market 
conditions which might result in lower 
annual costs of money. 


Noncall Effect on Cost of Money 

A conclusion that an interest saving 
could be effected by offering a 5-year non- 
call provision must involve an evaluation 
of future market conditions for a mini- 
mum period of five years. Unforeseen 
circumstances could, of course, alter the 
market during that period. 

The company must pay the currently 
prevailing cost of money, it was pointed 
out, however that cost is stated. It will 
be the same whether stated as a specified 
interest rate, or in part as a specified in- 
terest rate and in part as a penalty against 
redemption. The commission noted that 
its experience had not shown a material 
difference in the cost of money, on a cur- 
rent basis, of comparable security issues 
with a limitation on the right of redemp- 
tion and those without. The difference, 
if any, said the commission, is reflected in 
the whole period during which a borrow- 
er may not redeem a given issue. Re Puget 
Sound Power & Light Co. Docket No. 
E-6753, June 19, 1957. 

For the same reasons set forth in the 
Puget Sound decision, the commission de- 
nied an application by Northern States 
Power Company for similar authority to 
attach a 5-year noncall provision to a bond 
issue. Re Northern States Power Co. 
Docket No. E-6763, July 22, 1957. 


Stock Option Plan for Key Employees Approved 


Are option plan proposed by Pan- 

handle Eastern Pipe Line Company, 
involving the issuance of 200,000 shares 
of common stock to be purchased by key 
employees of Panhandle and its subsidiary, 
Trunkline Gas Company, received the ap- 
proval of the Indiana commission. About 
13 per cent of the company’s plant is lo- 
cated in Indiana. 


Of the 200,000 shares, 135,820 are un- 
der option to 79 key employees at a price 
of $54 a share. The options are exercis- 
able from April 15, 1958, for a period of 
nine years. 

The remaining shares of common are re- 
served for future options and will be is- 
sued at prices of not less than 95 per cent 
of the fair market value on the date of 
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option. These prices were found to be 
reasonable. 

The purpose of the issue, giving key 
employees an opportunity to invest in Pan- 
handle, is to increase their incentive and 
efforts on behalf of the company. As a 
result, the commission observed, Panhan- 
dle will be better able to continue to fur- 


nish dependable service. It was noted that 
the fair value of the properties of the com- 
pany exceeds the sum of all its long-term 
debt and stock, including the shares here 
authorized. The issue is in the best inter- 
est of Panhandle and the public, the com- 
mission indicated. Re Panhandle Eastern 
Pipe Line Co. No. 27193, May 29, 1957. 


Stock Dividend Authorized Along with 
Other Capitalization Changes 


7. Ohio commission authorized a 
small telephone company to pay a very 
substantial common stock dividend and 
sell 1,500 shares of 6 per cent preferred 
stock with par value of $50 per share. 
Virtually all of the 368 shares of common 
outstanding, $25 par value, were owned by 
the company president. It was raised to 
$50 par value. 

The stock dividend amounted to 1,840 
shares of common with par value of $50 
per share. An amount covering the ag- 
gregate increase in par value of outstand- 
ing common, together with the total par 


value of the stock dividend, was trans- 
ferred from earned surplus to the common 
capital stock account. The company had 
not paid dividends in the past but had in- 
vested its earnings in capital accounts. 

The commission found that issuance of 
the common would improve the financial 
statement of the company. It also deter- 
mined that the sale of the preferred, the 
proceeds of which would be used to pay 
present obligations and purchase equip- 
ment, was reasonably necessary. Re 
Kingsville Teleph. Co. No. 26,979, May 
20, 1957. 


Legislative Resolution Requires Suspension of 
Proceedings Involving Service Abandonment 


erence resolution adopted by 
the senate and the general assembly 
of New Jersey was recognized by the state 
board in proceedings involving the aban- 
donment of railroad service, although it 
was not an act of the legislature enacted 
in conformity with constitutional provi- 
sions. During the course of hearings on 
applications requesting permission to dis- 
continue railroad service, the resolution 
had been adopted. It declared the policy 
of the legislature as to any further aban- 
donment and curtailment of passenger 
rail service pending the submission of a 
final report of the Metropolitan Rapid 
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Transit Commission for an over-all solu- 
tion of the problem of passenger trans- 
portation in the northern New Jersey-New 
York city area. 

The state of New Jersey had joined 
with the state of New York in establish- 
ing, by statute, the New York-New Jersey 
Metropolitan Rapid Transit Commission, 
and had thereby evidenced the conviction 
that passenger transportation between 
northern New Jersey and the city of New 
York had reached a state of crisis and that 
the over-all problem could not be solved 
by considering passenger rail transporta- 
tion alone, much less by considering a 
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single railroad alone. A solution required 
that all forms of, and facilities for, pub- 
lic and private passenger transportation 
be studied and present and future needs 
be taken into account. 


Legal Effect of Resolution 


The board declared that although the 
resolution was not an act of the legislature, 
had not been acted upon by the gover- 
nor, and did not have the binding effect 
of a statute, it was a formal declaration of 
policy within the province of the legisla- 
tive branch. The board was set up by an 
act of the legislature. The powers vested 
in the board to regulate passenger service 
are vested in it as an administrative agency 
to which the legislature has delegated au- 
thority that is legislative in nature. 

Because of these considerations, the 
board said it could not disregard the for- 
mal declaration of policy made by the con- 
current resolution. The board must de- 
termine the intent of the legislature in 
adopting the resolution by considering the 
preamble that led to its adoption. This 
preamble referred to the need for adequate 
service, the proposed study of the prob- 
lem, the proposed report by the rapid 
transit commission, and repeated applica- 
tions for permission to abandon and cur- 
tail passenger train service. The intent 
of the resolution was said to be clear, and 
the final report was expected to be sub- 
mitted by the close of the year. The board, 
therefore, decided that all further proceed- 
ings should be suspended until submission 
of the final report to the governors and 
legislatures of New York and New Jersey. 


Scope of Resolution 


The railroad company, in a brief sub- 
mitted to the board, contended that the 
legislature’s intent was merely to preclude 
abolition and curtailment in passenger 
train service where such abolition or cur- 


tailment interferes with any proposal that 
might be submitted by the Metropolitan 
Rapid Transit Commission. It contended 
that where no tracks were to be taken up 
or changed, curtailment or even abolition 
of service would not interfere with any 
proposals that might be made by the transit 
commission. 

The board said it could not accede to this 
argument. Under the construction of the 
resolution urged by the railroad, the reso- 
lution would be of little or no effect, for, 
even in total abandonment of all passenger 
service, the tracks used in such service con- 
tinue to be used in freight service. Aside 
from this the proposals that might finally 
be made could not be foreseen. Re New 
York, S. & W.R. Co. Docket No. 9117, 
July 3, 1957. 


Ruling on Agreement for Curtailment 


The board suspended another proceed- 
ing on the same grounds, but also consid- 
ered an agreement which had been reached 
between the company and a committee of 
the users of the passenger rail service on 
a curtailed schedule, which the board was 
requested to permit to go into effect. The 
agreement, said the board, had no effect 
standing alone. It could become effective 
only if the board, on the record, conclud- 
ed that it met the requirements of public 
convenience and necessity. Such a de- 
termination and permission to put into ef- 
fect the reduced schedule would run coun- 
ter to the purpose declared by the legisla- 
ture in the concurrent resolution. The in- 
tent of the legislature that passenger rail 
service would temporarily be continued 
as it existed at the time of the adoption 
of the eoncurrent resolution, without 
abandonment or curtailment, was said to 
be clear. 

The board, therefore, in conformity 
with the policy declared by the legislature, 
suspended all further proceedings on the 
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legislatures of New York and New Jersey. 
Re Delaware, L. & W. R. Co. Docket No. 
9752, July 17, 1957. 


7 
Interim Order Suspending Gas Rates Not Reviewable 


application pending presentation of the 
final report of the Metropolitan Rapid 
Transit Commission to the governors and 


HE court of appeals, without discus- 
sion, refused to review a Federal 
Power Commission order which, pending 
hearing as provided by § 4(e) of the Nat- 
ural Gas Act, suspended a natural gas rate 
increase proposed by Sun Oil Company. 
Petition for review was dismissed on the 
authority of Humble Oil & Refining Com- 
pany v. Federal Power Commission (15 
PUR3d 403). In the latter case the court 
of appeals dismissed for lack of jurisdic- 
tion a petition for review of a similar 
suspension order. 
The court there indicated that § 19(b) 


of the Natural Gas Act, providing for re- 
view of orders of the Federal Power Com- 
mission, contemplates review by the court 
of definitive orders entered after hearing 
and upon completion of the administra- 
tive process. The Humble decision held 
that an order pursuant to § 4(e) suspend- 
ing proposed gas rates pending a hearing 
upon their lawfulness is not a definitive 
order subject to review under § 19(b). 
Such suspension is a mere procedural step 
taken at the inception of the administra- 
tive process. Sun Oil Co. v. Federal Power 
Commission, 244 F2d 77. 


2 
Independent Producer Certificated Except As to Sales 


Under Nonsignatory Contract 


Sue Champlin Oil & Refining Com- 
pany secured authority from the Fed- 
eral Power Commission to sell natural gas 
in interstate commerce for resale from pro- 
duction under leases. A sale to Texas Gas 
Transmission Corporation, however, was 
proposed under a contract between the 
purchaser and a producer where the ap- 
plicant was not a signatory party. This 
part of the application was dismissed pur- 
suant to § 154.91(d) of the commission’s 
regulations under the Natural Gas Act. 
As to all other contracts involved, it was 
approved. 
These independent producer sales, to- 


gether with the operation of any facilities 
subject to the jurisdiction of the commis- 
sion necessary therefor, are subject to the 
certificate requirements of § 7(c) and (e) 
of the Natural Gas Act, the commission 
indicated. ' 

On this point, Commissioner Digby 
objected in a concurring opinion. He 
said a certificate is neither required nor 
properly issued for construction and op- 
eration of facilities of a producer or 
gatherer. The commissioner cited authori- 
ties in support of his position. Re Cham- 
plin Oil & Refining Co. Docket No. 
G-2999, July 8, 1957. 


Certificate for Electric Service to Mining Operation 
Awarded to One of Mutually Exclusive Applicants 


HE Missouri commission, faced with 
the obligation of determining which 
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one of two electric companies would better 
serve a new mining operation, awarded 
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the certificate to the company which had 
demonstrated that its lines had greater 
capacity. The quality of service and 
safety of the public were prime factors, 
commented the commission, and, as a 
corollary to the commission’s obligation 
of determining which company would 
best serve public interest, the commission 
also had to determine where the responsi- 
bility would be best placed so that the 
utility called upon to render service con- 
tinuously would better serve the public 
convenience and necessity. 

Two utilities were desirous of render- 
ing service to a corporation undertaking 
to open and operate an unusually large 
mine. The shafts to be constructed would 
extend into the earth 3,000 feet or more. 
The men who would be employed to work 
in the mine when it was in full operation 
placed on the operators and all connected 
with the operation very substantial prob- 
lems of safety to the employees. The 
hoists operating up and down in the shafts 
would be carrying heavy loads, and speed 
would be required in order to make prog- 
ress. The men entering and leaving the 
mine would be carried on the same hoist. 

It was essential that the mine be kept 
illuminated and that the pumps for re- 
moving water from the mine, if water 
was encountered in serious quantities, be 
kept in operation. The difference in the 


e 


cost in lines as proposed by the two com- 
panies did not vary greatly. So the differ- 
ences in economies were not too impor- 
tant. However, there was substantial dif- 
ference in the variation in voltage at which 
electric energy would be delivered under 
the two companies’ plans. The customer’s 
choice of one of the companies was per- 
suasive but not entirely controlling. The 
wishes of the two utilities likewise were 
not the final determining factor. 

By granting authority to the company 
chosen, one agency was removed from 
the responsibility of furnishing the serv- 
ice and the burden was placed entirely 
upon the utility authorized to render the 
service. Should the large load be in a lo- 
cation where the public safety and em- 
ployees’ safety were not so seriously in- 
volved, said the commission, there would 
be removed a very important element 
concerning which the commission was 
very seriously interested. To allow the 
other applicant to render the service as 
proposed would be authorizing the place- 
ment of a weakening link between the 
generating resources of the company 
granted the certificate and the iron mine. 
To do this would only go to serve the 
competitive relationship of the two utili- 
ties and would not be in the public inter- 
est. Re Union Electric Co. Case No. 13,- 
643 et al. July 9, 1957 


Future Inundation of Service Area No 
Reason for Abandonment 


——— company’s application 

for permission to abandon service 
in a certain area was denied by the Kan- 
sas commission. The company had claimed, 
as a basis for its application, that there 
was a present or imminent need for dis- 
continuance because a dam being built by 
the U. S. Army Corps of Engineers 
would inundate most of the service area. 


351 


The subscribers preparing to evacuate 
the area are in great need of service in 
relocating businesses and homes, pointed 
out the commission. A public interest ex- 
isted and the general welfare of the com- 
munity would be promoted by continued 
service during the interim period. 

The company had dedicated its prop- 
erty to public use with assurance of a 
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reasonable rate of return, said the com- 
mission. It is required to serve its certifi- 
cated area until a need does not exist or 
until the operation is so unprofitable that 
property is being confiscated. 

Neither of these elements appeared at 
present. 

The commission was aware that as sub- 
scribers left the exchange area, the com- 
pany’s revenues would diminish. Without 
committing itself to a future rate increase, 
the company had the opportunity of es- 
tablishing a need for additional revenue 
during the interim period by filing proper 
application with supporting data. 


& 


The company could not assume the at- 
titude that it had no responsibility to the 
remaining subscribers in the area who 
would not be forced to leave because of 
construction of the dam. Such subscribers 
would be inconvenienced and would suf- 
fer a great loss unless a solution were 
found by the company and the Corps of 
Engineers to provide service for them 
after the company ceased operation, in 
the future. Although the company would 
be permitted to cease operation at the 
proper time, there was a public need at 
present for continued service. Re Valler, 
Docket No. 54,279-U, May 1, 1957. 


Reparation Order Modified to Include Excepted 
Customer 


HE Pennsylvania commission modi- 

fied an order requiring Pennsylvania 
Power & Light Company to make refunds 
to all customers except one large indus- 
trial customer. The Philadelphia & Read- 
ing Coal & Iron Co. was allowed to par- 
ticipate in refunds the same as any other 
large industrial customer to the extent 
that it received service under standard 
system rates during the refund period. 
The original reparation order had been 
entered as a result of remand proceedings 
held in furtherance of a decision of the 
superior court of Pennsylvania (7 
PUR3d 609). 

Exclusion of the Philadelphia & Read- 
ing Company from refunds was based 
upon the fact that from August 12, 1952, 
to January 5, 1954, the company had re- 


2 


ceived service at various delivery points 
under rates lower than standard system 
rates. However, it was discovered that 
the company had received service at stand- 
ard system rates at some of its points of 
service. This indicated that the company 
should have received refunds for those 
services during the refund period. 

Section 313(a) of the Public Utility 
Law provides that any order of the com- 
mission awarding a refund shall be made 
for and on behalf of “all patrons subject 
to the same rate of the public utility.” The 
original reparation order was therefore 
modified to comply with that statute. 
Pennsylvania Pub. Utility Commission et 
al. v. Pennsylvania Power & Light Co. 
Complaint Docket Nos. 15559 et al. June 
24, 1957. 


Dangerous Precedent Avoided by Denial of Permit 


HE Washington commission denied 
a motor common carrier’s applica- 
tion for a contract carrier permit to serve 
a certain shipper. The problems of the 
applicant’s shipper, said the commission, 
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may well warrant a special contractual 
arrangement. However, the advantages 
of maintaining a distinct division between 
the two classes far outweighed the advan- 
tages which would accrue to individual 
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shippers be given special consideration. 

Accordingly, even though the commis- 
sion was willing to establish general poli- 
cies in rate structures to solve individual 
shipper problems, it had to draw the line 
where it appeared that the mixing of the 
common and contract carrier classifica- 
tions would unduly complicate and weak- 
en the regulatory system. 

Many common carriers currently serve 
one or more shippers having substantial 
volumes of traffic. The patronage of such 
shippers is jealously guarded. If common 
carriers were privileged to sort out such 
shippers from their customers who pro- 
vide lesser amounts of traffic and to es- 
tablish special contract rates for the fa- 
vored shippers, enforcement of regula- 
tory statutes could not be maintained. 

The commission did not suggest that 
the motive behind the application was the 
subversion of the common carrier rate 
structure, but believed that granting the 


application would establish a dangerous 
precedent. The nature of competition 
among regulated carriers is such, said the 
commission, that once a precedent is es- 
tablished, the regulatory body would find 
it difficulty to check the spread of new 
practices. Competing carriers would be 
coerced into acquiring the new privileges 
for their favored shippers and the uniform 
rate structure might thus be rendered ap- 
plicable only to traffic of shippers of small 
quantities and those whose economic pow- 
ers were not great enough to enable them 
to persuade a common carrier to make a 
special contract with them. The destruc- 
tion of stable rates and dependable serv- 
ice would be the inevitable result, while 
at the same time, discrimination, prefer- 
ence, and destructive competitive prac- 
tices would be promoted. Re Pacific 
Northwest Motor Freight Lines, Inc. Or- 
der M. V. No. 67098, Hearing No. P- 
30961, June 25, 1957. 


“Deferred Air Freight” Rates Not Discriminatory 


Aw AERONAUTICS Boarp order pre- 
scribing minimum rates for one year 
for “deferred air freight” was affirmed 
by the United States court of appeals as 
supported by the evidence. Railway Ex- 
press, a huge user of airlines and railroads 
for transportation of property, and of 
trucks in an ancillary capacity, was held 
to have standing to obtain review of the 
board’s order. 

Minimum rates prescribed by the board 
were set at a level amounting to 65 per 
cent of existing general minimum freight 
rates, except that the minimum level for 
east-bound deferred freight was 55 per 
cent of present minimum rates. Since the 
purpose of the proposed “deferred air 
freight” service, pointed out the court, 
was to utilize more fully the cargo bins 
built under passenger compartments in 


aircraft, much of which was unused, par- 
ticularly during daytime flights, the rates 
did not amount to unjust discrimination 
within the meaning of the Civil Aeronau- 
tics Act. 


Allocation of Costs 


The contention was advanced that the 
rates would produce less gross revenue 
than the cost to the carriers of furnishing 
the service and thus permit unfair and de- 
structive competitive practices in viola- 
tion of § 2(c) of the act, and in violation 
of the national transportation policy. The 
court admitted that the prescribed rates 
did not bear fully all costs of transporta- 
tion of the deferred freight, but only 
those costs or expenses entailed separate- 
ly by the new service, plus a profit. This 
alone, however, did not render the rates 
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illegal as unfair and destructive competi- 
tive practices. 

There is no inflexible requirement that 
rates be calculated on a fully allocated 
cost basis, said the court, which agreed 
with the board that economic considera- 
tions do not demand that at all times the 
rates for any class of traffic or type of 
service must cover the fully allocated cost 
of carrying that traffic or providing that 
service. 

Rather, the rates must be reason- 
ably related to the costs. 

The court pointed out that the board is 
seeking to encourage the use of presently 
unused space by fixing lower rates than 
for regular transportation by air. Taking 
into account possible competitive inroads 


a lower court’s refusal to direct a 
municipal water plant to extend its main. 
A city engaged in furnishing water to its 
inhabitants, commented the court, must 
be given governmental discretion con- 
cerning the limits to which it is advisable 
to extend water mains. It must also be 
permitted to prescribe reasonable regula- 
tions and charges for service furnished. 

The municipal plant had shown that it 
would extend the water main to the land- 
owner’s property upon the payment of the 
actual cost in accordance with its regula- 
tions. It had further stated that the regu- 


z 
Municipal Plant Not Required to Extend Water Main 
> er Kentucky court of appeals upheld 


3 


upon regular air freight service, the board 
had required delivery to be deferred, to 
lessen the effect of the lower rates on the 
regular service. The board’s method, in 
arriving at rates, was a reasonable one in 
trying out a new plan, in testing its ability 
to gain greater volume of air freight, and 
in learning of the impact of the new serv- 
ice upon others, held the court. 

The opportunity for reappraisal and 
reconsideration at the end of the experi- 
mental period, said the court, is open to 
objecting parties. There was no evidence 
upon which the court could say that the 
rates, on their face reasonable, were in 
fact unfair and destructive to competi- 
tion. Railway Express Agency, Inc. v. 
Civil Aeronautics Board, 243 F2d 422. 


lations and practices of the company re- 
quired water users to pay the cost of ex- 
tensions of the water lines, but that a re- 
fund of payment was provided for in the 
event the net revenue from the water user 
amounted to 15 per cent of the adjusted 
cost of the line for twelve consecutive 
months. 

The appeals court held that such exten- 
sion rules were reasonable, and that the 
agents of the municipal plant had exer- 
cised reasonable discretion in refusing to 
extend without payment of actual cost. 
Wolff v. Louisville Water Co., Inc. 302 
SW2d 104. 


REA Loan Approved and State’s Fee Assessed 


HE Colorado commission authorized 

the Y-W Electric Association, Inc., 
to borrow $922,000 from the Rural Elec- 
trification Administration on its notes and 
mortgage. The amount is to be repaid 
within thirty-five years at 2 per cent in- 
terest. 
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The association proposed to use the 
money for construction, extensions, and 
other improvements. One-third of the 
funds will be used to extend service to 231 
new members. The REA had approved 
the loan after making a feasibility study 
of the proposed expenditures. Evidence 
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showed that the association was current 
on payments on all of its outstanding 
loans from the REA. Testimony also in- 
dicated that the utility is financially able 
to meet the obligations under the new 
loan. 


Assessment of the State’s Fee 


A question arose as to how the state’s 
fee should be assessed. The statute pro- 
vides for a fee of one dollar per thousand 
dollars of securities authorized by the 
certificate. The association had previous- 
ly obtained the commission’s approval to 
borrow more than $3 million from the 
REA pursuant to an “open end” mort- 
gage. 

In the instant proceeding the doc- 
uments proposed to be issued for the 


$922,000 loan were denominated “sup- 
plemental” notes and “supplemental” 
mortgage. 

The applicant asserted that the fee 
should be assessed as though this borrow- 
ing and all former borrowings were but 
a single transaction. The commission 
thought, however, that the present loan 
was a distinct and separate transaction. 
The application in this proceeding, it was 
noted, sought authority to issue indebted- 
ness in the sum of $922,000. This was the 
only amount that could be affected by the 
commission’s decision, and the certificate 
would authorize an issue in this amount 
and no other. The fee was accordingly 
fixed at $922. Re Y-W Electric Asso. De- 
cision No. 48318, Application No. 15378- 
Securities, July 9, 1957. 


Reliance on Utility’s Erroneous Billing 
Fenn Wisconsin supreme court held, in 


an action by a utility for gas service 
furnished, that a setoff and counterclaim 
alleging erroneous billing had been prop- 
erly overruled. The defendant claimed 
that it had released a heating contractor 
from liability under a guaranty that gas- 
fired equipment would cost no more than 
coal-burning equipment. 

The release had resulted from an error 
by the utility’s employees in computing 
charges. 

To sustain the setoff, held the court, 
would have resulted in a violation of the 
statute making it unlawful for any public 
utility to receive as compensation for 
service less than the amount specified in 
its rate schedule. Wisconsin Power & 
Light Co. v. Berlin Laundry Co., Inc. 83 
NWed 152. 

In a similar action, the court again held 


that setoffs pleading the defendant’s re- 
liance upon the correctness of bills ren- 
dered were insufficient. If defendant’s 
pleas were recognized, the amounts paid 
would have been less than the proper rate 
on file with the commission. 

There is no important difference, com- 
mented the court, between reducing the 
amount to be paid the utility by defense 
of estoppel arising out of negligent billing 
and reducing the amount by setting off 
damages arising from negligent billing. 
Neither is permitted, since to do so would 
violate the statute making it unlawful for 
the utility to receive less compensation for 
service than specified in rate schedules. 
The obligation to pay applicable gas rates 
for service rendered by a utility is statu- 
tory ang not a matter of contract. Wis- 
consin Power & Light Co. v. Berlin Tan- 
ning & Mfg. Co. 83 NW2d 147. 
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No Property Right in Certificate 


_—. United States court of appeals 
held that the Ohio supreme court’s 
affirmance of a commission order which 
revoked an irregular carrier’s intrastate 
certificate and contract permit for weight 
violations was res judicata in a subsequent 
proceeding in a federal court to enjoin 
the commission from enforcing the order. 

The state court had held that the Ohio 
self-incrimination statute extended im- 
munity only to witnesses, not to corpora- 
tions. The federal court agreed, comment- 
ing that the self-incrimination statute 
and the status of the license granted the 
transport company raised questions of 
local law upon which the judgment of the 
state court was controlling. 


HE New Jersey commission ordered 
a water company to extend existing 
facilities to provide fire protection and 
water service to residents of a certain 
area. In the judgment of the commission, 
the extension was reasonable and practi- 
cable, would furnish sufficient business to 
justify the construction and maintenance, 
and the financial condition of the company 
reasonably warranted the original expend- 
iture required. 
The fact that a utility will not realize 
an immediate profit through the installa- 


3 


Duty to Extend Service Not Conditioned on 
Profit Prospects 


3 


The state court’s holding that the rev- 
ocation of a common carrier’s permit does 
not constitute a penalty or forfeiture was 
said to be established law in Ohio. A cer- 
tificate to operate a motor vehicle carrier 
engaged in interstate or intrastate com- 
merce confers no property rights. It is 
simply a revocable license. 

The company’s permit to operate in in- 
trastate commerce was received subject 
to the power of revocation for cause by 
the commission. No property rights pro- 
tected by the Fourteenth Amendment are 
destroyed by such revocation. This is the 
general rule under federal as well as state 
law. Ohio Transport, Inc. v. Ohio Pub. 
Utilities Commission, 243 F2d 536. 


tion of an extension of facilities, pointed 
out the commission, is not dispositive of 
the matter. A company whose customers 
are not in a position to obtain service 
from competitors cannot pick and choose 
customers on the basis of what is profit- 
able. Such company is under a duty to 
serve all persons in its franchised area 
who comply with reasonable rules when 
they present themselves for service. Pis- 
cataway Board of Fire Comrs. v. Eliza- 
bethtown Water Co. Consolidated, Dock- 
et No. 8520, June 26, 1957. 


Variable Rate Increases Not Justified 
In Absence of Proof of Inequities 


pews Jacksonville Gas Corporation ob- 
tained the Florida commission’s ap- 
proval of an increase in revenues, but a 
proposal to implement the increase 
through variable rate increases was re- 
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fused. The company did not attempt to 
show that the existing rate structure was 
inequitable, and no evidence of inequity 
otherwise appeared. In the absence of a 
showing to the contrary, said the com- 
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mission, it is logical to assume that pres- 
ent rates give adequate consideration to 
cost-to-serve differentials. On this as- 
sumption the commission authorized a 
uniform percentage rate increase. 

In the last two rate proceedings by the 
company, the commission has authorized 
a rate of return of 7 per cent. There was 
no indication in the instant case that the 
commission had changed its position on 
allowable return. However, the proposed 
revenue increase would afford net earn- 


ings of only 4.1 per cent on an investment 
less depreciation rate base. Measured by 
the most conservative regulatory stand- 
ards, the commission stated, a rate of re- 
turn of 4.1 per cent is extremely moderate 
and should be approved. 

The commission also authorized the 
company to convert from volumetric to 
therm billing. There was no discussion of 
this issue in the opinion. Re Jacksonville 
Gas Corp. Docket No. 5028-GU, Order 
No. 2497, July 3 1957. 


e 


Expense Claims Modified in Fixing Water Rates 
Affording 6.4 Per Cent Return 


ye Connecticut commission granted 
the Lakeville Water Company a rate 
increase sufficient to afford a return of 
6.4 per cent on a book value rate base. The 
commission found that this return would 
provide a dividend of 6 per cent on the 
company’s outstanding capital stock and 
allow an appreciable transfer to surplus. 
Proposed rates calculated to produce a 
rate of return of 7.2 per cent were re- 
jected. 

Although no formal rate base was pro- 
posed, the commission computed a rate 
base from the company’s statutory finan- 
cial reports filed with the commission and 
from its comparative balance sheet offered 
at the hearing. A 45-day working capital 
allowance was made, and a separate small 
amount was allowed for materials and 
supplies. 

A number of expense claims were 
modified for the purposes of this rate pro- 
ceeding. A substantial sum representing 
reservoir cleaning expense was required 


to be amortized over a 5-year period. 
Flood damage expense was amortized 
over a period of seven years. An average 
annual pumping expense was found to be 
reasonable where the actual expense for 
pumping varied greatly from year to year. 
Similarly, the average cost of road re- 
pairs was allowed. 


Increase to Large User 


The company’s largest customer, which 
used approximately 30 per cent of all wa- 
ter furnished and contributed about 11 
per cent of all revenues, complained that 
it would sustain a greater proportionate 
rate increase than other customers. The 
commission did not think, however, that 
the increase to this customer would be 
unreasonable. Its premises were located at 
some distance from the center of the dis- 
tribution system in a less densely popu- 
lated area, and service was provided 
through large mains. Re Lakeville Water 
Co. Docket No. 9489, July 16, 1957. 


Telephone Return Fixed after Trimming Salaries 


per cent on a net book value rate base. 
The new rates were intended to be effec- 
tive upon cutover to dial service. The com- 


HE Wisconsin commission termed un- 
reasonable proposed telephone rates 
designed to afford a rate of return of 7.2 
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mission authorized gross revenue which 
would yield a 6.6 per cent return. 

The company’s claim for general office 
salaries was held to be unreasonable in 
view of the fact that it served only 1,340 
stations. The commission made a com- 
parison of the general office salaries of 16 
utilities serving from 1,000 to 1,880 sta- 
tions. It computed the cost per station for 
this expense, as well as the percentage to 
gross revenues. 

The median cost per station was $6.26 
(10.7 per cent of gross revenues), while 
the lowest cost was $1.33 (3.5 per cent of 
gross revenues). On the other hand, the 


applicant’s expense per station was $11.96 
and amounted to 17.8 per cent of gross 
revenues. For purposes of fixing rates, the 
claim for general office salaries was there- 
fore reduced so as to allow $10.81 per 
station and 16.6 per cent of gross reve- 
nues. 

Claims were disallowed for legal, ac- 
counting, engineering, and other expenses 
associated with litigation before the com- 
mission and with other governmental 
agencies as being improper deductions 
from operating revenues for the purpose 
of fixing future rates. Re Niagara Teleph. 
Co. 2-U-4658, July 9, 1957. 





Other Recent Rulings 


Condemnation Order Upheld. The 
North Carolina supreme court, in uphold- 
ing a commission order granting a certifi- 


cate of convenience and necessity to con- 
demn lands needed for the restoration of 
a historical building, observed that a com- 
mission order is presumed to be valid in 
the absence of a clear showing that it is 
unreasonable. Re North Carolina Dept. 
of Archives and History, 98 SE2d 487. 


Interstate or Intrastate Movement. The 
Texas court of civil appeals decided that 
the question of whether a particular ship- 
ment within a state is independent intra- 
state movement, or part of a continuous 
interstate shipment, is governed by the 
intentions of the shipper and the nature of 
the shipment as indicated by the circum- 
stances of the shipment itself. Texas R. 
Commission v. Sun Oil Co. 302 SW2d 
191. 


Independent Producer Facilities. In a 
decision authorizing modifications in pro- 
posed natural gas pipeline facilities, the 
Federal Power Commission again indi- 
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cated that independent natural gas pro- 
ducer facilities used in interstate com- 
merce are subject to the requirements of 
8§ 7 (c) and (e) of the Natural Gas Act 
relating to certificates. Re Southern Nat. 
Gas Co. et al. Docket Nos. G-11234, 
G-12142 et al. July 12, 1957. 


Line Tap to Industrial Plant. The 
Federal Power Commission authorized 
Northern Natural Gas Company to con- 
struct a line tap and furnish direct firm 
and interruptible service to an industrial 
plant near its Rochester, Minnesota, 
branch line, where the proposed service 
would not adversely affect the over-all sys- 
tem supplies and the customer would ad- 
vance most of the construction cost. Re 
Northern Nat. Gas Co. Docket No. 
G-12033, July 19, 1957. 


Public Need for Carriers. In authoriz- 
ing the transfer of a motor carrier certifi- 
cate, the Colorado commission observed 
that the public need, upon which such au- 
thority is granted, is in no way related to 
the desires of the carrier except in so far 





PROGRESS OF REGULATION 


as he is willing to render the service that 
is required. Re McKinster et al. Applica- 
tion No. 15365, 15366, Decision No. 
48216, June 24, 1957. 


Acquisition of Carrier Assets and Prop- 
erties. The Utah commission approved a 
railroad’s application for permission to 
acquire the properties and assets of an- 
other common carrier where the transac- 
tion would simplify the corporate struc- 
ture and accomplish economies in main- 
_tenance of records, transportation service 
to the public would not be affected, op- 
erating efficiencies would result in im- 
proved service to the shipping public, and 
employees would not be adversely affect- 
ed. Re Bamberger R. Co. Case No. 4461, 
June 4, 1957. 


Sale of Telephone Company. The 
Wyoming commission denied a telephone 
company’s application for authority to sell 
its properties to individuals having a 
monetary interest therein, in favor of the 
sale of such properties to a competing 
utility, where the sale to the latter would 
eliminate circuit congestion and afford 
better service. Re Low et al. (Low & Son 
Teleph. Co.) Docket No. 9277, Sub 1, 
June 6, 1957. 


Telephone Systems Purchased. Mid- 
land Telephone Company secured the IIli- 
nois commission’s approval to purchase 
and operate two small telephone systems 
upon a showing that it would provide 
more adequate and efficient service at 
existing rates and would undertake to con- 
vert the systems to dial operation. Re 
Midland Teleph. Co. No. 43975, June 
17, 1957. 


Financing of Dial Conversion. The Illi- 
nois commission authorized a small tele- 
phone company, having net book invest- 


ment and surplus of about $20,000 and no 
outstanding debt, to finance a $104,000 
dial conversion program by issuing a 54 
per cent first mortgage note for $82,000 
to an equipment supplier and by selling 
$19,500 of 5 per cent preferred stock and 
$2,500 of common. Re Grafton Teleph. 
Co. No. 44224, June 18, 1957. 


Water and Electric Company Return. 
The Wisconsin commission considered, 
for a combined water and electric com- 
pany, a return of 5.1 per cent on the net 
book value rate base reasonable for the 
water plant, and a return of not more than 
6 per cent reasonable for the electric plant. 
Re City of Clintonville, 2-U-4759, June 
20, 19357. 


Propane Plant to Be Built. The Illinois 
commission authorized the Illinois Power 
Company to construct and operate a 
propane-air gas production plant near the 
city of Champaign to supplement natural 
gas supplies, control peak demands for 
natural gas from the pipeline supplier, and 
provide emergency service in the event of 
pipeline failure. Re Illinois Power Co. 
No. 44254, July 1, 1957. 


Operating Ratios Used. The California 
commission, in granting increased rates to 
a number of warehouse and storage com- 
panies, placed more reliance upon operat- 
ing ratios as a measure of the reasonable- 
ness of the increased rates than upon rate 
base where most of the facilities utilized 
in the companies’ businesses were leased 
from outsiders and working capital con- 
stituted the largest rate base item. Re 
Americah Warehouse et al. Decision No. 
55198, Application Nos. 37663 et al. July 
2, 1957. 


Stock Split Approved. Citizens Tele- 
phone Company obtained the Indiana 
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commission’s approval of a stock split on 
the basis of one additional share for each 
share outstanding, upon a showing that 
the split would increase the marketability 
of the stock and aid in the financing of 
plant expansion. Re Citizens Teleph. Co. 
No. 27195, July 3, 1957. 


Return and Operating Ratio Used. The 
California commission considered a re- 
turn of 7.1 per cent and an operating ratio 
after income taxes of 96.1 per cent rea- 
sonable for the intrastate operation of a 
bus company. Re Transcontinental Bus 
System et al. Decision No. 55226, Appli- 
cation Nos. 38017 et al. July 9, 1957. 


Sale of Telephone System. The Mis- 
souri commission approved the proposed 
sale of a small telephone system where 
the purchaser, who was a local individual, 
was able to operate the system competently 
and would undertake improvements. Re 
Sumpter et al. d/b/a Butler County 
Teleph. Co. Case No. 13,695, July 9, 1957. 


Assessment of Crossing Costs. The 
Wisconsin commission ordered a railroad 
company to pay all the costs of installing 
automatic signals at a grade crossing pre- 
viously protected by a part-time flagman, 
because the substitution would produce an 
over-all saving for the railroad. City of 
Antigo v. Chicago & N. W. R. Co. 
2-R-3165, July 9, 1957. 


Grade Crossing Issues. The Wisconsin 
commission, in disapproving an exam- 
iner’s ruling in a grade crossing proceed- 
ing, held that the issues, as indicated by 
statute, are whether a proposed crossing 
will promote public safety, by whom it 
shall be made, the advisability of its es- 
tablishment, the manner of making it, and 
the apportionment of cost between the 


city and the railroad. Re City of Madison, 
2-R-3108, July 10, 1957. 


Uniform Metering Required. The Wis- 
consin commission required a municipal 
plant to install water meters in unmetered 
residences and apply metered water rates 
to all general customers, where continua- 
tion of unmetered service and rates to 
some of the customers would be unreason- 
able and unjust discrimination. Re City of 
Rhinelander, 2-U-4720, July 11, 1957. 


Agency Station Remains Open. Al- 
though denying an application to close a 
railroad open-agency station, in view of 
the continuing public need for it, the Mis- 
souri commission observed that the mere 
fact that the station was operating at a 
profit would not alone necessitate its re- 
maining in service. Re Missouri-K.-T. R. 
Co. Case No. 13,559, July 10, 1957. 


Liquor Hauling Authority Denied. The 
Maryland commission denied authority 
to a motor carrier to haul intoxicating 
liquors, even though he produced cus- 
tomer requests for his service, where other 
certificated carriers were able and willing 
to provide adequate service and the appli- 
cant had long been operating without au- 
thority. Re Katz (Katz Transfer) Case 
No. 5514, Order No. 52939, July 10, 
1957. 


Space Heating. A gas company was au- 
thorized by the Illinois commission to 
offer additional space-heating service to 
customers upon a showing that such serv- 
ice would not jeopardize existing service 
to present customers and would relieve a 
pressing public demand for residential 
space-heating service. Re Peoples Gas 
Light & Coke Co. No. 34054, July 16, 
1957. 
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NEW Delta-Star Seal-Kap Terminators are available 


Cutaway of Seal-Kap.Terminator conduc- 
tor showing air-tight O-ring neoprene 
gasket at porcelain-to-metal joints. 


Cutaway of Seal-Kap Terminator base 


in both multiple conductor and single conductor types, showing pressure-tight seal, at metal- 
offered in a wide range of sizes and entrance fittings. to-metal joints. 


EW, advanced line of DELTA-STAR 
rmanently-Sealed Terminators 


The big feature of this new line of Delta-Star 
seal-K ap Terminators is the permanent-seal con- 
struction—using pressure-tight O-ring neoprene 
askets at all joints. The terminator is perma- 
ently air-tight and moisture proof, with a partial 
acuum created inside it. 

Insulating oil and compound inside Seal-Kap 
Herminators cannot escape even when heating 
auses expansion. Many sealing arrangements are 
sed on terminators, but none is more effective 
han tlie new Seal-Kap method. 


Among other Seal-Kap.advantages are economy 
in original cost—and economy through ease of 
installation and maintenance. 

A range of sizes is available to meet most term- 
inator applications—in both multiple and single 
conductor types. Get complete information—just 
ask for the new Seal-Kap catalog. 

For your best new buy in terminators, call on 
Delta-Star Electric Division, 

H. K. Porter Company, Inc., Chicago 12, Iilinois. 
District offices in principal cities. 


il. Ko JPORTER COMPANY, INC. 
ELTA-STAR ELECTRIC DIVISION 


— of H. K. Porter Company, Inc.: Cleveland Division, Connors Steel, Delta-Star Electric, Henry Disston, Leschen Wire Rope, 
vaker Rubber, Refractories, Riverside-Alloy Metal, Vulcan Crucible Steel, W-S Fittings, and H. K. Porter Company (Canada) Ltd. 
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. The appropriate power 
for your expanding program 


Send for our 
descriptive booklet, 
“Pioneering New 
Horizons” of these 
and other services. 
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Pioneer Service & Engineering Co. 


231 South La Salle Street + Chicago, Illinois 
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Industrial Progress 


ives Meet for Sixth Utility 
anagement Workshop at 
Arden House 


Sixth Utility Management 
shop sponsored by the Depart- 
of Industrial & Management 
wering of Columbia University 
the direction of Professor 
T. Livingston, was opened 
&%th, at Arden House, Harri- 
New York. The workshop is 
ein the field of utility executive 
ment courses in the choice of 
nthod based on discussion and 
em-solving by the small group. 
ber of top level executives se- 
from various divisions of some 
ility companies located through- 
he country settled down at Arden 
ke for « solid two-week program 
cial problem analysis and group 
s oriented towards a broader 
standing of management and a 
et efficiency in communication 
fecision-making. 
highly trained staff worked 
y with the executives on prob- 
selected for specific attention, 
ng speakers presented special 
s of view on various aspects of 
of management. Professor 
H. Schell of M. I. T. gave the 
formal talk on July 29th on the 
gemen' Job. On July 30th and 
st Ist respectively, two speakers, 
cdcrer of Morris & Van 
mer, and Dr. Daniel R. Davies, 
or of the Cooperative Cen- 
br Educational Administration, 
hers College, Columbia Univer- 
presented complementary views 
Manager as a Man, followed 
special panel of social and be- 
al scientists on August 3rd 
a a closer look at the Man 
F second week of the Workshop 
evoted to an intensive study of 
Unication in theory and prac- 
Dr. David B. Hertz, associated 
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with Arthur Andersen & Company, 
introduced the subject on August 5th 
with a talk on the general problem of 
Communication. Later the same day, 
Dr. Davies and Professor Livingston 
put forward the concept of Man as 
a communication station. Fred Rudge 
of Fred Rudge Associates, Inc., out- 
lined the special problems of Direct 
Communication on August 6th, with 
William Exton, jr., of the Institute 
of Human Communications, aug- 
menting this with a talk on Non-Di- 
rect Communication on August 8. On 
the same day, Edward Vennard of 
the Edison Electric Institute tele- 
scoped the future of the industry for 
the participants. 

On the closing day of the Work- 
shop, the sessions were highlighted 
by formal reports offered by partici- 
pants summing up the work of the 
small groups—submitting their in- 
sights and recommendations on prob- 
lems explored throughout the entire 
two weeks. These reports in many 
cases serve as the basis for studies 
made following the workshop which 
ultimately become incorporated into 
actual procedures and policies. 


Engineers Plan Two-Day 
Conference On Feedback 
Control 


THIRTY-FIVE papers on feed- 
back control systems by leading scien- 
tists from this country, France and 
Russia will be presented at a two-day 
conference at the Chalfonte-Haddon 
Hall, Atlantic City, October 16-18. 
Theme of the conference is Comput- 
ers in Control. It is sponsored by the 
Feedback Control Systems Commit- 
tee of the American Institute of 
Electrical Engineers, the Profes- 
sional Group on Automatic Control 
of the Institute of Radio Engineers 
and the Instrument and Regulator 
Department of the American Society 
of Mechanical Engineers. 


The conference also will be fea- 
tured by a panel discussion on fitting 
computers into control systems, with 
Harold Chestnut, General Electric 
Company, chairman of the AIEF 
Feedback Control Systems Commit- 
tee, as the moderator. Panel mem- 
bers are: E. M. Grabbe, Ramo Wool- 
dridge, Computer Systems Division, 
Los Angeles, Calif.; E. L. Hard- 
er, Analytical Engineering, Westing- 
house Electric Corp., East Pittsburgh, 
Pa.; E. W. James, E. I. DuPont, 
Newark, Del.; H. T. Marcy, Inter- 
national Business Machines, Pough- 
keepsie, N. Y.; J. R. Moore, North 
American Aviation Autonetics, 
Downey, Calif.; J. R. Ragazzini, 
Servo Laboratory, Massachusetts In- 
stitute of Technology, Cambridge, 
Mass. 

Mr. Chestnut will also deliver the 
opening address at the introductory 
session, of which J. G. Truxal, Poly- 
technic Institute of Brooklyn, will be 
chairman. 

The conference will emphasize the 
use of analog and digital computers 
as elements of feedback control sys- 
tems and as utilized in the design of 
such systems in many fields, includ- 
ing nuclear power plants, electric 
power distribution, steam generator 
instrumentation, aviation, communi- 
cations, sampled data systems, chem- 
ical processing, etc. 

“The Role of Digital Computers in 
Automatic Control” is the title of a 
paper that will be presented by Marc 
Pélégrin, Ministére de la Defense 
Nationale et des Forces Armées, 
Paris, France, and F. H. Raymond, 
Societe d’Eléctronique et D’Automa- 
tisme, Courbevois, France. 

J. Z. Tsypkin, of the Institute of 
Automatics and Telemechanics, The 
Academy of Science, Moscow, will 
deliver a paper, “Some Problems on 
the Theory of Discrete Automatic 
Systems.” 


(Continued on page 22) 










Load Survey Recorders 
Described in Westinghouse 
Bulletin 


‘A NEW) bulletin) available from 
Westinghouse Electric Corporation 
describes five types of load survey re- 
corders for surveying residential and 
industrial load characteristics. 

Photographs of the recorder unit 
show it housed in four different en- 
closures. Diagrams show the over-all 
dimensions and electrical circuitry of 
the recorder and meter-recorder units. 

Applications for the recorder and 
a description of auxiliary equipment 
are given, as Well as a convenient se- 
lector guide. 

lor further information, write to 
Westinghouse Electric Corporation, 
P. O. Box 2099, Pittsburgh 30, Pa., 
and ask for descriptive bulletin num- 
ber 42-501. 


Anchor Metals To Open 
New Division in lowa 
A\. FABRICATION and galvanizing 
plant for electrical transmission tow- 
ers and switchyard structures has 
been announced for Lort Madison, 
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lowa, by Anchor Metals, Inc., of 
Hurst, Texas. 

Clyde Mooney, Anchor Metals 
president, said that renovation and 
addition of machinery at a 55,000 
square foot machine shop, obtained 
on a five-year lease from Santa Ire 
Railway, will get underway imme- 
diately. Plant operation is expected 
to start around November Ist, with 
normal operation to follow within 90 
days, he said. 

The plant will represent a total in- 
vestment of approximately $1,000,- 
OOO. 

The Fort Madison plant will serve 
the north central area of the United 
States and will open with a $2,000,- 
000 backlog of business. The firm 
will be known Anchor Metals, 
Inc., Fort Madison Division. 


as 


Ark-La Gas Co. Will Buy Servel 
Air Conditioning 


ARKANSAS Louisiana Gas Com- 
pany has purchased the All-Year Gas 
Air Conditioning Division of Servel, 
Inc., of Evansville, Ind., subject to 
approval of Servel stockholders, it 





Was announced recently by Ark ‘ 
Included in the purchase ag 
ment, signed by officials of the 
companies, are the entire busj 
property and assets of the Servel 
Air Conditioning Division and 
buildings of Servel’s Defense | 
sion, 

Under an additional ‘reen 
Servel is retained as consuliint in 
air-conditioning field by Ar‘c-La, 

W. R. Stephens, chairman of . 
La’s board, and J. C. Hamilon, p a 
ident, said that purchase of : 
Gas Air Conditioning Division j 
line with the gas company’s prog 
for diversification and expansio 
operations. 

Ark-La will continue the many 
ture and sale of the full line of Se 
gas air conditioning equipment 
wholly-owned subsidiary of the 
company, operating the presenti 
cilities at Evansville. Serve! will4 4 
tinue to operate the plant until Aq 
La takes over, expected to be 
after the stockholder mecting 
tember 11. 

The 
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gas company recently 
(Continued on page 24) 
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American Appraisals of reproduction 
cost may affect rates 


An American Appraisal report of the cost of repro- 
duction provides convincing evidence in the prepa- 
ration of an appeal for adjusting rates to provide 


AMERICAN APPRAISAL 


Leader in Property Valuation 
Home Office: Milwaukee 1, Wisconsin 
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More for your Money in 


New Line Construction Body for single or dual wheel chassis from % to 2 tons. 
Length from 8’ to 14’ (CA's from 48” to 120"'). 


@ 14 and 16 ga. Body Steel (14 ga. @ Concealed metal Winch Box. 
@ 4%” Diamond Floor Plate. 

@ 5” Structural Channel Under- 
® Electric Welded throughout. 


tight, easy sliding action. 
@ One piece Smooth Welded Draw- 


@ Vertical or Horizontal Flush Doors @ Fendix Undercoating 0! 


latches at no extra charge. 


IMMEDIATE DELIVERY ¢ Distributors in Principal Cities 


Je) ody Vorkss 
813 SOUTH READING AVE., / BOYERTOWN, PENN 
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Sliding roof for derrick; 
inside and out. Many plus features at no extra cost. 


@ Curbside Access to tools and 
equipment used most frequently, 

@ Vertical Compartments for clim 
ers, lines and linemen’s tools. 

@ Large, inside ventilated, Rubber 
Goods Compartment, 

® Two piece Front Window in cr 
compartment. 

© Bit and Chisel Drawer; Trough ! 
Drills, Tamps, Rods, «tc. 


rated 1 ton 





weather 






no extra 





g loaded charge. 
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THE IRVING TRUST COMPANY SERVES VITAL INDUSTRY 


service lines into the future... 


Vast growth of the Utility Industry 
has had its share of financial complexities. 
However, close to the pulse of the finan- 
‘ial world and to the Industry itself, our 
‘pecialists continue to reach ahead with 
new and sound approaches. 

Whether an undertaking of capital plan- 


ning, financing, or cultivation of the finan- 
cial community—our Analytical Studies, 
Seminars and Round Tables may prove 
valuable aids to your company’s future. 

For more information, call Public Util- 
ities Department at Dlgby 43500 or 
write us at One Wall Street. 


IRVING TRUST COMPANY 


One Wall Street, New York 15, N.Y. 


Capital Funds over $1 25,000,000 


Richard H. West, Chairman of the Board 


Total Assets over $1,500,000,000 


Georce A. MurPHy. President 


Public Utilities Department— JoHN F, Cuitps. Vice President m Charge 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 








nounced that it will construct and op- 
erate a $12 to $15 million cement 
plant near Foreman, Ark., which is 
expected to be in operation by the 
last quarter of 1958. 

Ark-La also is expanding its ex- 
ploration division, having recently 
completed a prolific gas-condensate 
discovery well in Ouachita parish, 
La., on a wholly-owned 6,000-acre 
lease block. Tests from this well in- 
dicated the presence of at least four 
producing zones in addition to the 
horizon from which it was completed. 


San Diego Gas Participates in 
Gen. Dyn. Research Program 
SAN DIEGO GAS & ELECTRIC 
COMPANY will participate in Gen- 
eral Atomic Division of General Dy- 
namics Corporation’s research pro- 
gram on nuclear fission power reactor 
systems, E. D, Sherwin, utility com- 
pany president, announced recently. 

“This participation in basic and 
applied nuclear research is another 
instance of the contribution private 
enterprise in general and the utiliy 
industry specifically are making to 
expedite the development of economi- 
cal nuclear power reactors,” Mr. 
Sherwin stated. 

He said that participation in Gen- 
eral Atomic’s power reactor program 
would involve not only comparing 
various proposed reactor types from 
a technical and comparative-cost point 
of view but also would include par- 
ticipation in the design of specific re- 
actor systems, It is hoped, he said, 
that the basic information derived 
from this joint work will prove of 
value in minimizing capital expendi- 
tures per kilowatt of electrical output 
from nuclear power facilities. 

Through this participation, Mr. 
Sherwin noted, San Diego Gas & 
Electric Company will secure up-to- 
date, technical knowledge on power 
reactor developments within the 
United States and throughout the 
world. 

“Only when we consider the electri- 
cal power generating system as a 
whole and do not concentrate on the 
nuclear design of the reactor alone can 
we expect to decrease radically nu- 
clear power costs,” said Dr. Frederic 
de Hoffmann, a vice president of 
General Dynamics and division gen- 
eral manager of General Atomic. 
“This integrated approach can best 
be achieved through the joint efforts 
of efficient electrical utilities and 
broadly-based nuclear research and 
development groups. 
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“General Atomic welcomes this 
joining of forces with San Diego Gas 
& Electric Company. We believe that 
arrangements such as this will speed 
the day when economic nuclear pow- 
er is a reality in the Southwest.” 

“The information and guidance 
provided by associated electrical utili- 
ty companies,” said Mr, Sherwin, 
“will assure that utility operating 
problems are taken into account early 
by the nuclear science groups and that 
research and development is concen- 
trated on essential points.” 

San Diego Gas & Electric Compa- 
ny’s technical staff will find great ad- 
vantages in this new association with 
General Atomic staff members, Mr. 
Sherwin stressed, because of the 
broad backgrounds in the nuclear en- 
ergy field of General Atomic’s scien- 
tists and engineers. These advantages 
will be enhanced since both organiza- 
tions are located in San Diego and 
there will be close, frequent contacts 
between the groups. 

Recently it was announced by Gen- 
eral Atomic Division that it had con- 
tracted with the Texas Atomic Ener- 
gy Research Foundation—composed 
of private electric utility companies 
operating in Texas—for a_ jointly 
sponsored four-year basic research 
program on controlled fusion reac- 
tions. Unlike the fission power reac- 
tor program in which San Diego Gas 
& Electric Company will participate, 
the fusion reaction study is extremely 
long-range since controlled fusion 
conditions have yet to be demonstrat- 
ed in the laboratory. 


VEPCO to Dedicate 

Yorktown Plant 
THE Virginia Electric and Power 
Company will dedicate its new York- 
town Power Station at formal cere- 
monies on Tuesday, September 10th, 
Erwin H, Will, president, announced 
recently. 

The dedication ceremonies will 
mark the official opening of the new- 
est power station of the Vepco sys- 
tem, The first unit, rated at 150,000 
kilowatts, began production of elec- 
tricity in mid-July. A second unit, 
scheduled for completion late in 1958, 
will double the station’s capability. 

The Station, built on a 120-acre 
tract of land below Yorktown, will 
cost $48,000,000 when completed. 
The first unit, costing more than 
$25,000,000, was begun in 1955. 

The new power station is adjacent 
to the American Oil Company Re- 
finery, and makes use of refinery gas 












and delayed coke from the re 
as fuel in generating steam 

The first unit will burn app 
mately 1200 tons of coal and 
per day at full operation, and 
produce 1,200,000 pounds of s 
heated steam per hour to driv 
turbine-generator, The boiler } 
standing 150 feet high, was desj 
without walls to take advanta 
Virginia’s mild climate and the 
ing breezes of the York river, 

The giant chimney, towerin 
feet above the surroundin: co 
side, has already become @ land 
along the York river. 


ARI Launches Home Ai 
Conditioning Study 


STUDIES of operating costs of 
dential air-conditioning install: 
in all parts of the country prov 
summer comfort is well withi 
financial reach of most Ame 
families, Geo. S. Jones, Jr., man 
director of the Air-conditioning 
Refrigeration Institute, said rec 

“The studies also indicate,” hi 
“that our industry must advise it 
tomers in the matter of insu 
proper orientation of the home 
portance of shade, and other fa 
that contribute to the efficient of 
tion of our product and pare the 
of operation to a minimum.” 

The ARI official commented ¢ 
announcement by Owens-Co 
Fiberglas, a member of the Inst 
that a halfway point had been rea 
in a signficant nationwide test 
ing to fix the monthly average 
ing and air-conditioning costs 0 
typical American home, properl 
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signed and adequately insulated, on 

Preliminary figures on 120 0 
172 houses in 29 states enterq§ AL. 
the program were recently annotf 7 
indicating an average year-round 4) 
for heating and cooling of $ os 
monthly. at 

The test was initiated to deten r 
the correctness of a statemenl 7, 


Robert Thulman, former enginet in, 







the U. S. Housing and Home Fil gy. 
Agency, who said the average Af yey 
can home of 1,000 square feet s 

be heated and air-conditioned all 
for an average cost of $10 perm™ 7 
The study is based on homes 014 gp, 





1,200 square feet of floor spat 
day’s national average. 
However, the homes te:ted, al 
ones, were specially designed 
fort engineered,” for optimum 
ciency of heating and air-condit® 
(Continued on page 26) 
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Actual road tests prove Dodge outpulls 
“other two” low-priced trucks by 32% 
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Dodge gives you Extra Pull . . . cuts 





Jr... man; 
ditioning 
said rece 
cate,” he 
advise it 
of insul: 
he home 


CERTIFIED PHOTO. Dodge 
provides 1950 Ibs. pull 
(3 x 650 gauge reading). 


running time and maintenance costs 














other fa DODGE and competitive trucks were tested for pulling power 
ficient o by towing a special dynamometer truck. Gauges measure 
pare the maximum pulling force exerted. To convert this force into 






nua pounds, gauge reading is multiplied by three. 


mented ( 
wens-Co 
the Inst 
been re 
ide test CERTIFIED PHOTO. Truck 
average PS “C” exerts 1440 Ibs. pull 
; costs 0 (3 x 480 gauge reading). 
properli 
nsulated, 
n 1200 


‘Ss enteré 














Here is definite proof that Dodge gives you a big 
power advantage that will pay off on your hauling jobs. 
















Al! three low-priced trucks were recently compared 


si’+ by side in a grueling series of performance tests. TRUCK C, pulling the same dynamometer truck as the 






ly annot . : ; 
sr-roun The dynamometer test shown here is only one of Dodge, was unable to equal the Power Gjant mark in re- 
: of $ them. And in each test . . . climbing power . . . passing peated tries. Gauges show Dodge outpulled Truck C by 32%. 





power... pulling power . . . Dodge proved the out- 
st::nding truck of the low-priced three. 







to deter 
tatemen{y tra power does it. From 204- to 232-hp. V-8’s, Dodge 
- engine Power Giants deliver the extra power you need to 


handle your hauling jobs faster, with less engine 







oe AM 8 tin. Naturally, less strain means less wear, fewer @ CERTIFIED PHOTO. Truck © 
erage “Ys rerairs as you pile on the miles. “F” gives you 1440 Ibs. pull 
» feet s (3 x 480 gauge reading). 
onedall™ Se proof for yourself. Certified results of all the 
) per mi Co: iparison tests are in your Dodge dealer’s showroom. 






Look them over and we think you’ll be convinced 
tht your next truck should be a Dodge. 






TRUCK F in its turn pitted all its pulling power against the 


-ted, all Dodge, to no avail. The sealed, accurate gauges reveal clearly 
igned "| that Dodge offers most “pull power” of the low-priced 3. 
ptimum 

-onditié 


BowerGiants —_ "0ST POWER OF THE LOW-PRICED 3 


















Veteran operator Delbert Corman “‘at ease” while his Cleveland 
is digging gas and water lines for a Lexing Ky. subdivisi 





Cleveland’s exclusive multi-speed transmission 
provides right power/speed ratio for every job 


“For easy handling and dependable digging even under the toughest 
trenching conditions give me a Cleveland every time,” says long-time 
heavy equipment operator Delbert Corman of Aldridge & Poage Co., 
Lexington, Ky., owners of 3 Clevelands. Thousands of trench operators 
and owners throughout the world agree with him. Credit for this world- 
wide preference for Clevelands is due to the perfectly balanced combi- 
nation of practical performance-proved features found in every Cleveland. 
Practically every modern trencher feature originated with Cleveland. 
But no single trencher feature ever developed is the equal of Cleveland’s 
exclusive multi-speed crawler transmission. 


For each of 4 digging wheel speeds this transmission provides 12 individual 
crawler speeds forward and 12 reverse, all closely and evenly graduated. 
The 48 forward speeds give the operator a choice of over 30 practical 
digging speeds—over 30 usable combinations of digging wheel and crawler 
speeds, providing the right combination of power and speed for digging 
every soil, under every digging condition. The following table of non- 
slipping, power-saving digging speeds for the Cleveland 95 is typical. 


Cleveland's exclusive multi-speed transmission has no equal 








For each of 4 wheel speeds“ there are 12 individual crawler speeds 





INDUSTRIAL PROGRESS— 
(Continued ) 


equipment, using maximun) ing 
tion, adequate attic ventilation, 
side shading of sunny windows, ; 
whenever possible, orientation SO 
large glass areas face north and sq 
It was on the basis of the de 
factor in achieving the low aye 
cost of operation, that Mr. Jones 
he felt that the air-condition; 
try should consult with hom: 
and builders in achieving desig 
orientation to provide 1 
equipment efficiency. The »s 
sults indicated that cooling: say 
average more than 25 per 
the “comfort engineered” 
when compared with those « 
ed to meet only FHA minim 
erty requirements. 


New Fly Ash Collectors f 
Niagara Mohawk Dunkirk Sta 
A PRECIPITATOR installation, 
cently ordered by the Niagira | 
hawk Power Corporation for ing 
lation at Steam Station Units 34 
4 at their Dunkirk, N. Y. pl 
promises to be one of this count 
most modern units for removal 
Hy ash. The four Research-Cott 
combination Cyclo-Trell and cleet 
static precipitators will incorpo 
two of the most modern developme 
for the power supplies of the elect 
static components, the Cottrell at 
mation system and silicon rectifiers 

The CA system will eliminate q 
ventional manual controls to pro 
peak “round the clock” gas cleanfi 
cficiency. [Electronic feed back @ 
cuits, one for each electrical set, 
continuously monitor precipitator 
eration to maintain sparking 1 
current, and voltage at the le 
necessary for optimum fly ash coll 
tion efficiency. 

The silicon rectifiers, considera 
smaller than conventional units, | 
give a rectifier efficiency close to % 
considerably higher than the 80-8 


SPEEDS (in Feet per Minute) — Available in Either Direction 


With Main Transmission 
(Bold Face Indi Most C ly Used Digging Speeds) 


(and Digging Wheel) in figure usually associated with t 


rectifier sets. In addition, these re 
fiers are conservatively rate« at a] 
year life, with actual life expectal 
being indefinitely long. !'rom | 
maintenance and cost standpoint, t 
is extremely favorable when © 
pared with the present two years 
pected of tubes in similar service, 

The precipitators, designed an 
be installed in the Niagar: Mohal 
Dunkirk Station by Rescarch-Y 
trell, Bound Brook, New Jersey." 
clean a total of 1.286 000 ¢ m of f 
gas at 275°F with a desigt: efficiel 
of 96.5% from two pulverized “4 
fired boilers rated at 1,47'),000 | 
of steam per hour. 








First Speed 7 | 1.1) 1.5) 2 | 2.8) 3.4| 4.7] 5.9|12.6/22.5] 38 





Second Speed 1.4 | 2.2/2.9 | 3.9 66) 9 |11.5 |23.8 | 43 | 73 





Third Speed 2.8 | 4.3/5.8 | 7.8 47 | 86 | 146 





High Speed (Ordinar- 
ily used when digging) 


Reverse (not used 4! 6) .9 |12/16] 22! 27/37] 48199 | 18 | 30 
when digging) 


4.6 | 7.1| 9.5 38 | 78 |143 | 240 


















































THE CLEVELAND TRENCHER CO. 


20100 ST. CLAIR AVENUE «+ CLEVELAND 17, OHIO 
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Human history is in essence 


a history of ideas* 


Thomas Alva Edison 


Harnessing electrical energy was his fixed idea At 
27 he had invented the world’s first incandescent 
lamp. Edison, a practical genius, inspired his team 
with enthusiasm. In the ensuing 57 years of his 
life he led them to find more ways to make elec- 
tricity produce sound, light, motive power and heat 
—with more ideas than any other man of his time. 

The Kerite Company was established when Edison 
was but eight years old. By the time his inventions 
were ready to add to America’s prosperity, Kerite 


#H. G. Wells 1895 


craftsmen had acquired more than a generation of 
cable-making ‘‘know-how.”’ The newly formed utility 
and railroad companies of the 1870’s relied then, as 
do their successors today, on the unfailing service 
and long life of Kerite cable. 

As power loads increase year by year, the inherited 
integrity and skill of today’s Kerite craftsmen insure 
that the demands of far-sighted utility, industrial 
and railroad engineers will be amply fulfilled in the 
years ahead. 


The value and service life of a product can be no greater than the integrity and craftsmanship of its maker. 


KERITE CABLE 


THE KERITE COMPANY—30 Church St., New York 7, N. Y. 
Offices also at 122 S. Michigan Ave., Chicago; 582 Market St., San Francisco; 
3901 San Fernando Rd., Glendale 4, Calif.; 31 St. James Ave., Boston; 


Founded 1854 


4101 San Jacinto, Houston 4, Texas; 1010 Euclid Avenue, Cleveland 17, Ohio; 


29 West Lancaster Avenue, Ardmore, Pa. 











Twofold Benefits From The 


Analysts Journa 


7, \ts timely articles by the nations leading security analysts 
and economists keep you informed as to methods and 
trends in the security markets. You will be better able to 
present your company in its most favorable light if you 
know the trend of financial thinking as expressed in the 
official publication of the Security Analysts. 


Its advertising pages provide a means of putting your story 
across to the Analysts. There is no more direct and effec- 
tive way to contact this influential group of investment 
specialists than to advertise in their own quarterly Journal. 


ToK eep Abreast o f Investment Markets 
READ THE ANALYSTS JOURNAL 


To Keep Investment Markets Abreast of Your Company 
ADVERTISE IN THE ANALYSTS JOURNAL 


PUBLISHED QUARTERLY BY THE NEW YORK SOCIETY OF SECURITY ANALYSTS 





THE ANALYSTS JOURNAL 
20 Broad Street, Room #908 
New York 5, N. Y. 


Gentlemen: 


[) Please enter my subscription for one year at the subscription rate of 
$5.00—United States; $5.50—Canada. 


() Please send me your advertising brochure. 


testin, 
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DEPARTMENT OF THE ARMY 
CORPS OF ENGINEERS 
CLARK HILL POWER’ PLANT 


EFFICIENCY TEST BY GIBSON _METHOD 


UNIT No. 5 MAY 2,1954 
TURBINE EFFICIENCY 
NET HEAD= I4l FEET 


| NEWPORT NEWS SHIPBUILDING & DRY DOCK CO 


GRAPH shows performance of a 55,000 horse- 
turbine, one of seven such units built by New- 


ws for the Clark Hill Power Plant (see photo). 
e of the curve is typical ... not exceptional... 
wport News turbine performance. Regular, 
. Showing no-cut-off at full load, it indicates 
nt delivery and stable operation. 

especially, experience in design and model 


ewport News, turbine runners are continually 
esigned and redesigned for improvements in 


Engi neers ... Desirable positions available at Newport 


New 
Add: 


for Designers and Engineers in many categories. 
‘ss inquiries to Employment Manager. 


Maximum efficiency of 94.1% 


Reflects advanced practices at Newport News 


performance. And often upon receiving a contract for 
turbines, a model setting is built and complete tests 
made. So far, Newport News has filled turbine con- 
tracts with an aggregate rated output in excess of 
7,000,000 horsepower. 


Penstocks, spiral casings, valves, pumps, rack rakes 
and other essentials are also designed and built by 
Newport News. Our illustrated booklet, “WATER 
POWER EQUIPMENT,” will be sent to you upon 
request. 


Shipbuilding and Dry Dock Company 
Newport News, Virginia 




















PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 











CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
1500 MEADOW LAKE PARKWAY, KANSAS CITY 14, MISSOURI (SINCE 1915) 











DAY & ZIMMERMANN. ING. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, REPORTS, APPRAISALS AND MANAGEMENT 











%* Standby 
% Augmentation | 

* 100% Town Supply , 

! 


Design © Engineering ¢ Construction 


DRA KE & TOWNSEND 11 WEST 42ND STREET NEW YORK 36, N. Y. 


$7 Ford, Bacon & Davis 
So “sits” Maineere cersrycno 


NEW YORK @ CHICAGO @ LOS ANGELES 

















GIBBS & HILL, inc. 
Consulting Engineers 
DESIGNERS ® CONSTRUCTORS 
Los Angeles NEW YORK Tampa 














ENGINEERS © CONSULTANTS © CONSTRUCTORS 


607 WASHINGTON ST. 
READING, PA. 


@ WASHINGTON @ PHILADELPHIA @© NEW YORK 






GA GILBERT ASSOCIATES, INC. 


FOUNDED 1906 
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PROFESSIONAL DIRECTORY 


(continued) 








W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economic Reports 
Valuations—Rate of Return—Depreciation Studies 
Traffic Surveys—Fare Analyses 


55 Liberty Street 























AUGUST 3, 





GUSTAV HIRSCH ORGANIZATION, INC. 
1347 West 5th Ave., Columbus (12) Ohio 
Telephone Hudson 8-0611 


Consulting and Supervisory Engineers and Contractors 
Construction and Operation of Utility Enterprises 











HOOSIER ENGINEERING COMPANY 


Erection and Maintenance of 
Electrical Transmission and Distribution Lines 


1384 HOLLY AVENUE e COLUMBUS, OHIO 











JENSEN, BOWEN & FARRELL 


ENGINEERS 
ANN ARBOR, MICHIGAN 


APPRAISALS—INVESTIGATIONS—DEPRECIATION STUDIES— 
COST TRENDS — REPORTS 
for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 





oe Ru [ji n Coyporalion 


ENGINEERS . eONSTRUCTORS 


POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION MANAGEMENT 
SURVEYS e INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 











William S. Leffler, Engineers Associated 
Utility Management Consultants for past 35 years Specializing in 
GAS DEVELOPMENT OF CLASS RATES OF RETURN AND meg 
ELECTRIC CLASS UNIT COST DETERMINATIONS FOR MUNICIPAL 
WATER RATE STRUCTURE MODERNIZATION AND RATE CASES PROBLEMS 
Send for brochure: “The Value of Cost Analysis to Management” 
DARIEN, CONNECTICUT 





(Professional Directory Continued on Next Page) 
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New York 5, N. Y. 









































PROFESSIONAL DIRECTORY (continued) 
MIDDLE WEST SERVICE COMPANY 


Business and Engineering Consultants 
(INCLUDING JAY SAMUEL HARTT CONSULTING ENGINEERS) 














Organization * Corporate Practices * Accounting * Budgeting « Financing ¢ Taxes ¢ Stock Transfer « Appraisals ¢ Val 
Analysis « Cost of Money Studies * Depreciation Studies * Engineering * System Planning ¢ Industrial Engineering * New Business © Rates ¢ Pricing 
Sales and Marketing © Safety * Insurance * Pensions * Employee Welfare * Public Relations * Advertising * Personnel * Industrial Relations 


20 NORTH WACKER DRIVE « CHICAGO 6, ILLINOIS 












Pioneer Service & Engineering Co. 


SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 


CHICAGO 4, ILLINOIS 





CONSULTING, DESIGNING AND 
OPERATING ENGINEERS 
PURCHASING 


231 SOUTH LA SALLE STREET 
































SANDERSON & PORTER 


CONSTRUCTION © REPORTS & 
SURVEYS 











NEW YORK NEW YORK 











Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 3, Ill. 
















‘ ," 7 b DESIGN « CONSTRUCTION 
Stone & ster REPORTS ¢ APPRAISALS 
ENGINEERING CORPORATION EXAMINATIONS 
CONSULTING 
ENGINEERING 
New York Boston Chicago Pittsburgh Houston 
San Francisco Los Angeles No aae ns O Weraele tae) 











The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—A ppraisals 
Consulting Engineering 


80 BROAD STREET NEW YORK 4, N. Y. 


























Whitman, Requardt and Associates 
Publishers of the 35-year-old 













DESIGN — SUPERVISION HANDY-WHITMAN INDEX 
le Util 
REPORTS — VALUATIONS Suatninne Donk tents 
Including Hydro-Electric Properties 
1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 
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PROFESSIONAL DIRECTORY (concluded) 





Abram/Aerial Survey 
Corporation 


Topographic and Planimetric Maps 
Mosaics, Plans & Profiles for all 
Engineering work. 


Abrams Bldg. Lansing, Mich. 


PETER F. LOFTUS CORPORATION 


Design and C Iting Eng s 





Electrical * Mechanical ¢ Structural 
, Clvil ¢ Thermodynamic ¢ Architectural 


FIRST NATIONAL BANK BUILDING 
Pittsburgh 22, Pennsylvania 


¢, 
ON ov 
8uisHEd * 











BURNS & McDONNELL 
Engineers - Architects - Consultants 
KANSAS CITY, MO. 

P.O. Box 7088 
Phone: DElmar 3-4375 


LUTZ & MAY COMPANY 


Consulting Engineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGNS—APPRAISALS 


1009: Baltimore Kansas City €, Mo. 














EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Utility Valuations, Reports and 
Original Cost Studies 


gto Electric Building Indianapolis, Ind. 





MINER AND MINER 
CONSULTING ENGINEERS 
INCORPORATED 


GREELEY COLORADO 








ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


CONSOLIDATED 
GAS anpb SERVICE CO. 
327 So. LaSalle St., Chicago 4, Ul. 








PITTSBURGH TESTING 
LABORATORY 
Radiography—Soils Mechanics 
Testing—lInspection—Analysis 
Main Office Pittsburgh, Pa. 

32 Laboratories in Principal Cities 








GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 
HARRISBURG, PENNSYLVANIA 


Investigations—Reports—Appraisals 
Original Cost and Depreciation Studies 
Rate Analyses—insurance Surveys 








A. 8. SCHULMAN ELECTRIC Co. 


Electrical Contracting Engineers 
founded 1890 
Power STATION—INDUSTRIAL— 
COMMERCIAL—TRANSMISSION LINES— 
DISTRIBUTION 
2416 S, MICHIGAN AVE., CHICAGO, ILL. 
Los Angeles Tampa 








FRANCIS S. HABERLY 
CONSULTING ENGINEER 


Valuation — Depreciation 
Investigations and Reports 


122 SouUTH MICHIGAN AVENUE, CHICAGO 


The R. W. STAFFORD CO. 
GAS CONSULTANTS — ENGINEERS 
CONSTRUCTORS 

Natural Gas Conversions 
Plant Management & Operation 
Accident & Insurance Investigations 
Peak Shaving & Standby Plants 
EVANSTON, ILLINOIS 
2944 Grant St, Phone UNiversity 4-6190 








JACKSON & MORELAND INC. 
Engineers and Consultants 
Design and Supervision of Construction 
Reports — Examinations — Appraisals 


Machine Design — Technical Publications 
Boston New York 








SVERDRUP & PARCEL, INC. 


Engineers — Architects 


Design, Construction Supervision 
Steam and Hydro Power Plants 
Power Systems — Industrial Plants 
Studies — Reports 


San Francisco ° Washington 


St. Louis ° 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 
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Abrams Aerial Survey Corporation ... beige tee kei g, 
*Allen & Company see ich pi 
*Allis-Chalmers Manufacturing Company 
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*Beckman Instruments, Inc. 

*Bell Helicopter Corp. 

Black & Veatch, Consulting Engineers 
*Blyth & Company, Inc. 

Burns & McDonnell Engineering Company 
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Carter, Earl L., Consulting Engineer 
*Cating Rope Works, Inc. 

Cleveland Trencher Company, The 
Columbia Gas System, Inc., The 
Combustion Engineering, Inc. 
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Page Hg Electric Corporation 
White, J. G., Engineering Corp., The ... 
*White, “weld me ASO. 2... 

Whitman, Requardt and Associates 


Y 
"Yawmaniend Erbe Nig. Co. .... 26.6 ccs ceeees es 





PUBLIC UTILITIES FORTNIGHTLY—AUGUST 





economy for you... 
convenience for your 
customers and clerks 


ctional and attractive, REMINGTON RAND“ 
‘tomer Service Counters with many important 
venience features make ideal and economical 
k sta‘iions for any utility office. Clerks and 
hiers | ke the convenience of “one place” com- 
ation of cashiering and recordkeeping. No trips 
bY fror the counter are necessary — all working 
is and records are within arm’s reach. That 
ANS a saving of time, energy and money! 

besides providing ample desk space, the insulated 
lMinsu'ated pedestals underneath the counter 
mit a completely flexible arrangement for 
rds, cish drawers, adding machines and type- 
ters. Customer History and Service records are 
imme liately behind seated clerk, readily avail- 


able at all times. Any clerk has unhampered access 
to all records, easily handling any transaction with 
the customer. 

Customers appreciate the convenience of fast 
service and the continuous ledge which serves as a 
handy parcel shelf. In larger offices two or more 
units may be joined, providing any desired number 
of work stations. Discover the many advantages of 
“face-to-face” service plus 24 hour protection pro- 
vided by Customer Service Counters. Write today 
for booklet SC791, Room 1841, 315 Fourth Avenue, 
New York 10, N. Y. 


Memington. Frand. 


DIVISION OF SPERRY RAND CORPORATION 





look for 
this 
symbol 


...it identifies all 





Dresser Companies 


and their products 
CLARK BROS. CO. | encines & compressors 


Tomorrow's Progress [i , SSER 


Planned Today 7 
STRIES, INC. 


Oll + GAS 
EQUIPMENT AND | CHEMICAL 


TECHNICAL SERVICES | ELECTRONIC 
INDUSTRIAL 





